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1 PROCEEDINGS 

2 (Witness sworn.) 

3 JAMES J. MORGAN 

4 called as a witness, being first duly 

5 sworn, was examined and testified as 

6 follows: 

7 ADVERSE EXAMINATION 


8 

BY 

MR. SILBERFELD: 



9 

Q. 

Good morning. 



10 

A. 

Good morning. 



11 

Q. 

Would you state your full name 

for 

the record. 

12 

sir 

• 



13 

A. 

James J. Morgan. 



14 

Q. 

Mr. Morgan, we met informally. 

but 

let me 


15 reintroduce myself. My name is Roman Silberfeld. 

16 Together with my partners and associates we represent 

17 the State of Minnesota and Blue Cross and Blue Shield 

18 in the lawsuit that's pending in the State of 

19 Minnesota. You're aware of that; are you not? 

20 A. Yes, I am. 

21 Q. This deposition today is part of that lawsuit, 

22 and I'll be asking you questions probably throughout 

23 the day and perhaps into tomorrow. 

24 Let's begin by having you tell us your current 

25 position. 
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A. I am the president and chief executive officer 
of Philip Morris Incorporated. 

Q. And I know that from documents I've seen there 
have been some changes of names or responsibilities 
in terms of the company structure. What is the 
business of Philip Morris, Philip Morris Inc.? 

A. Philip Morris Inc. is, simply stated, the 
domestic cigarette division of Philip Morris 
Companies, Inc., "domestic" meaning United States. 

Q. And at the present time how many brands of 
cigarettes does that encompass, sir? 

A. Oh, I don't know the exact number, but I'm going 
to say 30 to 35; some 400 different packings, what we 
call packings. 

Q. And what does a packing refer to? 

A. A packing would be a box version or a soft-pack 
version or a menthol version or a hundred-millimeter 
version under a brand name. 

Q. So there might be multiple packings under a 
single brand. 

A. Yes. 

Q. How long have you been the president and chief 
executive officer of Philip Morris Inc.? 

A. Since December of 1994. 

Q. And have you had both titles during all of that 
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time; that is, president and CEO? 

A. Yes. 

Q. And prior to December of 1994 what was your 
position, please? 

A. I was the senior vice-president of marketing for 
Philip Morris Incorporated. 

Q. And during what years did you have that 
position? 

A. From the spring of '93 until December of '94. 

Q. And prior to that time, what — 

A. Prior to that time I was vice-president in 
corporate planning for Philip Morris Companies. 

Q. For how long, sir? 

A. Basically five years, fall — fall of — well 
fall of 1988 until the spring of '93. 

Q. As I understand it, before the fall of '88 you 
were with another company for a brief period of time. 
A. I was not with Philip Morris for five years. 

Q. Right. And that was with Atari? 

A. It was with Atari. It was with a couple of 
other companies. 

Q. Okay. So for a five-year period, roughly from 
1983 until 1988, you were not in the tobacco business 
or the cigarette business? 

A. That's correct. 
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Q. With respect to that five-year period, what 
sorts of jobs did you have with Atari and other 
companies, were they marketing positions or — 

A. Well you want — want me to run through them? 

Q. Sure. 

A. Okay. I left Philip Morris in 1983 to become 
chairman and chief executive officer of Atari. I was 
there for a year before the parent company, Warner 
Communications, sold Atari, and I lost my job when 
the company was sold. I then spent a few months 
doing nothing and I then started my own consulting 
company, and I did that for a couple of years. And 
then I worked — went to work for a small advertising 
agency in New York. And from there I rejoined Philip 
Morris. 

Q. How long were you with the small advertising 
firm in New York? 

A. I think about a year and a half. I'm not sure 
about that. 

Q. Let's go backward in time from 1983. Just 
before you left Philip Morris, what was your position 
with the company at that time? 

A. I was executive vice-president of marketing and 
sales for Philip Morris U.S.A., which is the same 
company that Philip Morris Incorporated is today. 
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10 

Q. Uh-huh. 

A. Same division. 

Q. And as the executive vice-president for 
marketing and sales, did you have duties and 
responsibilities that encompassed the whole country? 
A. All the United States? 

Q. Yes. 

A. Yes, I did. 

Q. And how long were you in that position, sir? 

A. I think about five years. 

Q. That would take us roughly back to '78. What 
did you do before 1978? 

A. I was the — 

I believe I was assistant director of marketing 
and sales. 

Q. For about how long, sir? 

A. I think about two years. 

Q. And prior to that? 

A. Prior to that I was the vice-president of brand 
management. 

Q. And what were your duties and responsibilities 
in that post? 

A. I would have been responsible for the 
advertising and sales promotion of our domestic 
cigarette products. 
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Q. Of all the brands. 

A. Of all the brands. 

Q. Was marketing under your purview and 
responsibility as the vice-president of brand 
management? 

A. I suppose it depends what you mean by 
"marketing." Marketing is a word that has, you 
know, different companies, different meanings. 

I was responsible at that point, as I said, for 
advertising, consumer sales promotion, but as 
director of brand management, for example, I would 
not have been responsible for the sales force or the 
whole merchandising area. That would have been in 
the sales department. 

Q. Okay. During the 1970s and the '80s, at least 
for the years that you were at Philip Morris, and 
into the '90s, had the company engaged in market 
research as distinguished from marketing? 

A. Yes. 

Q. And was market research ever an area of 
responsibility for you at any time? 

A. Yes, it was. 

Q. When? 

A. Well it would have been certainly in — I 
shouldn't say "certainly." I believe it — 
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Starting in 1976, when I would have been the 
assistant director of marketing and sales, market 
research would have come in then. I don't recall, 
when I was director of brand management, whether it 
actually reported to me or not. It may have. I 
don't recall. 

Q. As that term was used at Philip Morris in the 
1970s when you first had responsibility for it, sir, 
can you define market research for me? 

A. Market research would — is — is a functional 
department which is responsible for the gathering, 
examination, evaluation, and dissemination of 
relevant marketplace data regarding our business, so 
it would — it would include such things as sales 
analysis, share — share-of-industry analysis, and 
would involve work on consumer attitudes. 

Q. As market research was done at Philip Morris in 
the 1970s, and I take it into the '80s and into the 
'90s, would the focus of such research include not 
only the customers of Philip Morris and its products 
but also potential customers? 

A. It — it — it would include potential 
customers, if you identify "potential customers" as 
those smokers who were smoking competitors' brands 
which would be potential Philip Morris customers. 
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Q. And only those smoking competitive brands? 

A. Generally speaking we — we look at smokers, our 
brands and competitors' brands. 

Q. Was any focus of market research done at Philip 
Morris in the 1970s, '80s and into the 1990s, 

directed at new smokers; that is, people then not 
currently smoking any cigarettes? 

A. Well I'm not sure what mean by research being 
directed at. Certainly, for example, we — we are 
aware of the percentage of American adults who smoke, 
which quite directly also lets you know the 
percentage of American adults who don't smoke. So 
it's — it's — it's hard to — to say what you — 
for me to understand what you mean by "directed." 

Q. You told me earlier that market research is 
involved in gathering, examining, evaluating data 
regarding our business. 

A. Uh-huh. 

Q. Right? 

A. Yes. 

Q. And "our business" was defined as people who 
either use your product or, hopefully, the attraction 
of people that smoke someone else's product. Is that 
a fair statement of what you said? 

A. Yeah, that's — that's a fair statement. Sure. 
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Q. Was any aspect of market research done at Philip 
Morris in the '70s, the '80s and the '90s, done with 
a direct or indirect purpose of finding out what the 
attitudes or preferences are or may be of people who 
do not currently smoke? 

A. Well if — if you say "any,"I — I have to say, 
yeah, there is any. 

Q. Uh-huh. 

A. And I'm — I'm sure there must be some research 
that talks about non-smokers and their attitudes, 
their attitudes towards smokers or their attitude 
towards people smoking around them, for example. 

But — but — 

So as long as you would use the word "any," I — 
I clearly am going to not — I'm going to have to say 
sure, any. The main focus, though, I think it's fair 
to characterize, the — the — the overwhelming focus 
of — of the work of the market research department 
was and continues to be looking at smokers, both ours 
and competitors', and what the dynamics are in the 
marketplace regarding them. 

Q. During the 1970s, '80s and '90s, was it ever a 

part of the market research function to evaluate 
information that was intended to attract new smokers 
to Philip Morris products, or to see what other 
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companies were doing with respect to attracting new 
smokers to their products? 

A. Again you say "ever." It's such an absolute 
word. I — I'd have to say that there — there may 
have been studies that — that looked at non-smokers, 
but I'd also say that as — as someone who, as you 
identified, is basically leading marketing throughout 
that period of time some years out, I'm — I'm 
certainly not aware that we as a matter of practice 
ever went out in our actual programs and practices 
and tried to get people who don't smoke to smoke. 

I — I believe that the cigarette industry is — 

In my judgment, the cigarette industry is very 
much a battle for brand share among adult smokers. 

Q. Can you think of any instance where market 
research in the '70s, '80s or the '90s, did work that 

had as its principal focus non-smokers or 
understanding and developing the attitudes of 
potentially new smokers at Philip Morris? 

A. I do — I do recall in recent years, I — I 
can't tell you, two, three years ago, I remember 
seeing a study that talked about non-smokers' 
attitudes towards cigarette smokers and towards being 
exposed to cigarette smoke. So that — that clearly 
was, when you say, you know, was directed primarily 
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at non-smokers. 

I don't recall specifically, on the other hand, 
any specifically-directed market research that you 
would categorize I think the way you categorized it, 
which is trying to get non-smokers to smoke. Which I 
don't think is exactly what you said, but I — I 
think it was the gist of what you said. 

Q. Sure. 

What was the result of the study about 
non-smokers' attitudes about cigarette smokers or 
being around them, — 

A. Ah — 

Q. — if that was part of it? 

A. As I remember — 

As I remember it, the study concluded that 
the — the issue of what we call secondhand smoke or 
passive smoke was becoming a very significant issue 
among non-smokers and their attitudes. 

Q. And as a result of that study, was anything done 
at Philip Morris? 

A. Anything done? 

Q. Yeah. Like further research or a policy 
statement about it, or — 

A. Well — 

Q. — anything like that. 
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A. There — there were a whole bunch of things 
done, I think. One was that it — it confirmed, 
in — in my judgment at least, the appropriateness 
and the wisdom of what we call the accomodation 
policy, which is a program we have which accepts 
the — the right of non-smokers to not have to 
breathe cigarette smoke but also preserves the right 
of smokers to be able to smoke. So a combination. 

As, for example, in a restaurant, we support smoking 
and non-smoking sections, and that's what we call the 
accomodation program. 

It also, in terms of was anything done, it 
certainly rekindled our interest in 
lower-sidestream-smoke cigarettes. There had been 
one introduced — I can't give you the year because 
it was introduced when I wasn't there, but Virginia 
Slims Super Slims was a low-sidestream-smoke 
cigarette. And — and this growing awareness by and 
concern of non-smokers about being exposed to 
cigarette smoke from a market research perspective 
certainly pointed to the continuing seeming viability 
of low-sidestream-smoke cigarettes. 

Q. Was it a part of the study of non-smokers and 
their attitudes about cigarette smoke or smokers, a 
look at the health effects of secondhand smoke or 
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sidestream smoke on the non-smoker? 

A. We — we've been talking about the market 
research department. 

Q. Uh-huh. 

A. Is your question in the context of that? 

Q. Yes. 

A. No, market research wouldn't be involved with 
that. 

Q. Was any part of that study that was done by 
market research handed to anyone else within the 
company to look at the potential health effects of 
sidestream or secondhand smoke? 

A. I — I don't recall that, no. I — it may have, 
it may not have. I — I just don't know. 

Q. Are the cigarettes that Philip Morris sells 
safe? 

A. I — I don't believe they're safe or unsafe. I 
don't — I don't know the answer to that and I — I 
don't think that I can categorize what's safe or 
non-safe in a cigarette. 

Q. Why is that? 

A. Because the — 

While the epidemiological data that's been put 
together over the years by a variety of people, 
government, health agencies, clearly points to a 
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statistical association between cigarette smoking and 
disease, and I don't think that's — that's a 
debatable issue, I think the data is quite clear in 
that regard, the — there — there are other issues 
that come into that which make it very difficult to 
identify whether a cigarette is safe or not safe. 

One is that the — the same epidemiological data has 
a lot of noise in the data because it's also true 
that cigarette smokers have a lifestyle and live a 
life that — that has other characteristics that are 
also associated with the same diseases. And for me 
it's important that no one has, in spite of all the 
massive dollars that have been invested in the world 
on the subject, no one's been able to demonstrate how 
a cigarette causes disease. You can't — it's very 
hard. Nobody's done it in my mind, gone from a lit 
cigarette to disease in humans. So it's — it's — 
it's not possible for me to say that a cigarette is 
safe or not safe. It's a cigarette, and there's a 
risk associated with smoking based on statistics. 
That's basically, I think, all I can say on it. 

Q. With regard to the statistical data, you have 
some training or at least experience in the 
interpretation of statistical data; do you not, sir? 
A. Mild to moderate. 
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Q. Okay. Would you regard the statistical data 
about the connection between smoking and disease to 
be a strong association? 

A. Yes, I — I think I said earlier that I consider 
it to be not a debatable subject at this point. 

Q. And when we talk about disease, Mr. Morgan, 
we're talking about the connection between smoking 
and various forms of cancer? 

A. I — I can't say various forms, but certainly — 
I'm — I'd say lung cancer. 

Q. So there's a clear association between smoking 
and lung cancer in your mind? 

A. In my judgment from what I read, there is a 
statistical correlation between cigarette smoking and 
lung cancer, yes. 

Q. Is that also your personal view, sir? 

A. That there is a statistical correlation, yes. 

Q. That there's a connection between smoking and 
lung cancer? 

A. I believe that the statistical data — the 
epidemiological data says that there is. 

Q. And you accept that as true? 

A. Yes. 

Q. Okay. 

A. Subject to what I said of the — of the — what 
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I call the co-founding factors of lifestyle and — 
and the — the lack of a precise documented 
scientific process by which cigarette smoke causes 
disease or can cause disease. 

Q. In making judgments about safety or health 
effects, not with regard to cigarettes but just in 
general, sir, do you consider it a requirement that 
there be a direct correlation between the substance 
and the effect, or the cause and the effect in this 
instance, where it is clearly shown what the 
connection is before you accept as true that there is 
a connection? 

A. I can only speak for myself on that. 

Q. Yes. 

A. And — and I would clearly defer to people who 
are more knowledgeable in this subject than I am. 

I believe as a layman and as a reader of a lot 
of information about cigarettes personally for me to 
accept the, yes, situation you're describing, I — I 
would need to know how it happens. And the reason I 
say that is — is that the overwhelming — for 
example, in the case of cancer, the overwhelming 
number of smokers don't get cancer. So it's hard to 
say cigarettes cause cancer, because if that were 
true, wouldn't — 
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You know, there — it's — it's a very complex 
subject. And — and for me personally, which is what 
I think you're asking, I accept the statistical data, 
I understand how the statistical data can be 
compromised as you look at other factors, and I also 
understand and believe that no one has yet shown the 
mechanism by which it happens. That's — that's a 
spectrum of knowledge that allows me to be very 
comfortable saying that cigarettes can possibly cause 
disease, they may cause disease, but that I can't say 
definitively that if you smoke a cigarette you're 
going to get lung cancer as an individual. I just 
can't say that. 

THE REPORTER: Excuse me. We have to go 
off the record a moment. 

(Discussion off the record.) 

BY MR. SILBERFELD: 

Q. Mr. Morgan, just before the break we were 
talking about the relationship between smoking and 
lung cancer. When was it for the first time that 
Philip Morris — and by that I mean either Philip 
Morris Inc., Philip Morris U.S.A., or the 
Companies — 

Can we just use that — 

A. Sure. 
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Q. — label to describe the entire of the company? 
A. Unless we get to a point where it's important to 
separate them, sure. 

Q. And then we will. 

A. Okay. That's fine. 

Q. When was it for the first time that Philip 
Morris accepted the relationship between smoking and 
the development of lung cancer in smokers? 

A. I'm going to equivocate on this answer a little 
because, first of all, I don't know that Philip 
Morris specifically mentioned lung cancer as opposed 
to disease when I believe it first acknowledged the 
possible association of cigarette smoke with 
disease. So if you don't hold me to lung cancer, I 
believe the answer is somewhere in the late 1980s. 

And I'm — I'm — I'm told it was in an annual report 
in either 1987 or '88 or '89, somewhere in that 
period, in a letter from the chairman, I believe, 
there was a statement in there that people regarded 
as an acknowledgment of the association or the — the 
risk of cigarette smoking. That's my memory on it, 
at least. 

Q. And without getting that piece of paper out, you 
believe that that was an acknowledgment of a 
relationship between smoking and disease but not 
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necessarily lung cancer? 

A. That — 

Yes, that's a fair characterization. Thank you. 
Q. At that time, roughly 10 years ago, did Philip 
Morris do anything in aid of advising its customers 
that it now believed that there was a relationship 
between smoking and the development of disease in 
smokers? 

A. I — I don't — 

I'm not sure what you mean by "advising its 
customers." The — arguably the — the warnings 
which had been on cigarette packs and in cigarette 
advertising since the late 1960s had already told 
people that the Surgeon General had concluded that, 
so I — in a way I'm not sure Philip Morris — Philip 
Morris's late 1980s statement in the annual report 
was that earthshaking. I don't know. 

Q. That was the first time, to your knowledge, that 
Philip Morris itself acknowledged a relationship 
between smoking and disease; true? 

A. I don't — I don't know that that is true. I 
mean I — I said that, and as I'm thinking about 
it — I mean I think that personally — 

It's hard to say what Philip Morris did and 
didn't do, but personally I believe that in the 1970s 
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I was — I — I think I remember saying that 
there's — there's a statistical link between 
cigarette smoking and disease. But what I'm told or 
what I remember is that in the late 1980s, this 
particular statement in the annual report was 
noteworthy in that regard. And I don't even remember 
what the statement was. I — I — 

If it was '87, I wasn't with the company. If it 
was '88, I'd just been back. And I wasn't even in 
the cigarette business. So I just can't — I really 
don't know how to characterize it. 

Q. Whatever the warnings on packages of cigarettes 
were between the '60s and this time in 1988 when the 
annual report statement was made, those were 
statements that in essence said the Surgeon General 
of the United States had made certain determinations 
about the effects of smoking; true? 

A. That is true. Although I believe by '88 the 
warnings were different than they were back in the 
'60s; I think they changed in '84 or '85. 

Q. But none of the warnings on any package of 
cigarettes ever made by Philip Morris said "Philip 
Morris believes that smoking may be related to 
disease;" is that true? 

A. That is true. 

STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

26 

Q. At any time after this 1988 or thereabouts 
acknowledgment about smoking and disease, did Philip 
Morris take out any full-page advertisements in major 
newspapers across this country to let its customers 
know that it had now come to this conclusion about 
smoking and disease? 

A. Not that I'm aware of. 

Q. You said that you personally came to the 
conclusion that there was a statistical relationship 
in the '70s. Do you recall the year or at least what 
your position was at Philip Morris — Philip Morris 
at the time? 

A. No. And — and when I say "a statistical 
relationship," I — I — what I'm referring to is 
I — I was aware that there was a growing body of 
evidence that statistically tied cigarette smoking to 
disease. If I — if I said in the '70s, it was sort 
of generically; I was either assistant director of 
brand management or director of brand management or 
assistant director of marketing. I mean I was in the 
marketing area at that point. 

Q. And at that time when you came to that 
conclusion personally, do you know whether others 
within the company shared that view? 

A. Well I think — 
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No, I don't know. I don't know that. I think, 
if I remember back to that period of time, that the 
validity and reliability of that statistical data was 
being fairly significantly challenged during the '60s 
and the '70s, and — and the point of view I came to 
was that the data existed. I — I didn't know — I 
mean I was reading all the challenges to the data, I 
was reading the press reports of the data itself, 
and — and the way I'd like to characterize this — 
this attitude I had in the '70s was I was sort of 
going from a — a point of view that the — the data 
was totally questionable to, hey, there may be 
something there that I'm — I can't figure it all 
out, but I was — I was just aware that there was, as 
studies would come out and the government and the 
medical community would do more and more publication 
of data, that there seemed to be a growing body of 
evidence that the epidemiological data was suggesting 
that there was a — a risk in cigarette smoking. 

It wasn't that I had concluded from the data, by 
analyzing the data, that I personally had concluded 
that the data was absolutely correct. It was just 
the growing awareness that the data was getting more 
and more substantive as a body of data. 

Q. "Substantive" meaning there was more of it. 
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A. More of it and — and — and, at least as I read 
it, more data and — and more data pointed in the 
same direction of a — of a statistical relationship. 
Q. So is it fair to say that over time more and 
more epidemiologic data accumulated from the '70s to 
today? 

A. Yes, I think I said that earlier. And — and — 
and I — I really don't think that — that the — the 
epidemiological-data part of the controversy, to me 
it's just not a debate any more. I think it says 
what it says and it's quite clear what it says, which 
is cigarette smoking can possibly cause disease and 
that cigarette smoking is a risk. I believe that's 
what the data says. 

Q. We've talked about lung cancer. Did you accept 
as true that there is a relationship between smoking 
and the development of coronary disease? 

A. Personally I'm not — I'm not as aware of the 
data there and — and I'm — 

I believe also, again from what I've — I've 
read, that — that this lifestyle issue may come into 
play more in coronary heart disease than — than it 
does in lung cancer. But I — I'm so unexpert in 
this area that I — I — I really shouldn't be 
talking about it. I — 
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I'm not as aware of the statistical relationship 
between smoking and coronary heart disease as I am 
about the statistical relationship between smoking 
and lung cancer. 

Q. Do you have a point of view as to whether or not 
there's a relationship between smoking and the 
development of oral cancers, cancer of the mouth, 
cancer of the throat? 

A. No, I don't have a point of view on that. 

Q. Do you accept or reject the notion that there's 

a relationship between smoking and laryngeal cancer 
or throat cancer? 

A. It's — 

That's really too specific a question for me. 

I — I — I accept that smoking may cause disease 
and — and — and I accept that there's a risk in 
smoking if you peel back all the different things 
that have been associated with cigarette smoking, 
it's way out of my league to know that, all the 
nuances of — of the arguments. I'm certainly aware 
that — that cigarette smoking has been associated 
with laryngeal — is that the word? — laryngeal 
cancer. I don't — I don't know how and why and — 
and — and to what degree, but it's something I'm 
aware of. 
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Q. Is there, based on everything you know and 
understand about smoking and disease, a relationship 
between smoking and various non-cancerous conditions 
of the lung such as chronic obstructive pulmonary 
disease? 

A. Out of my league there. I — I — I just have 
no way of knowing that. 

Q. Or emphysema? 

A. Emphysema, obviously I'm aware that — that 
there's a lot of press coverage of the — of — of 
the relationship between cigarette smoking and 
emphysema. 

Q. And what's your understanding about that? 

A. My understanding from — from what I read is — 
in — in — in the press is that, much like lung 
cancer, that the statistics associating cigarette 
smoking with emphysema are pretty — pretty strong. 

Q. Do you know when it was that the relationship 
between smoking and emphysema was first accepted 
within Philip Morris, either by you or by others? 

A. I don't know that it's been accepted. I'm just 
accepting — what I said is that I'm aware of the 
general lay reading, I am aware that cigarettes have 
been commonly tied to emphysema. I don't know that 
it's — I — I don't know that it's accepted by 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

31 

Philip Morris. 

Q. Well do you accept it, that relationship? 

A. I have no basis to accept it. I — I — I 
accept — you know, I say — 

Well, do you accept what you read? Well 
unfortunately I no longer accept what I read because 
I've known — read too many things about things I 
really knew about that were inaccurate. But what I'm 
saying is the — the — the — I think the common 
wisdom or the common belief is that cigarette smoking 
is tied to emphysema. I accept that that's the 
common wisdom. I don't accept that I know that 
that's the case. I just don't know. 

Q. Has Philip Morris in the last 20 years performed 
any research or funded any study specifically to 
answer the question as to whether there is a 
relationship between smoking and the development of 
emphysema in smokers? 

A. I don't know the answer to that because I 
haven't been in a position to know what Philip — 
what research Philip Morris has funded or not. 

Q. Same question with respect to smoking and lung 
cancer. 

A. Same answer. I just — I'm really not in a 
position to know. I'm — I'm aware that Philip 
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Morris has funded a lot of grants to do cancer and 
tobacco research, but I don't know what the specific 
nature of those grants was. 

Q. Same question with respect to heart disease. 

Same answer? 

A. With all — with all of them. 

Q. What do you regard to be the duty of Philip 
Morris with respect to its products insofar as those 
products may or may not have health effects? 

A. Well I — I believe that — that the duty of — 
of my company is to assure as best as possible that 
the people who choose to use our products are aware 
of the possible risks involved, that they are making 
a decision that is based on all sides of the story, 
and that we do not — that we should not try to 
conduct ourselves in a way that — that would prevent 
people from making an informed decision. And I think 
we do that. 

Q. Do you regard it as Philip Morris's 
responsibility with respect to its cigarette products 
to research and investigate the health effects of its 
products? 

A. I think that it is important for Philip Morris 
to be a participant in the community of interest that 
investigate the health implications of cigarettes. 
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1 It's — it's — it's hard to say whether Philip 

2 Morris should set up its own research on that or 

3 whether it should fund other research, but I 

4 certainly think it should be a — a — a cooperative 

5 and full participant in the effort to unlock the 

6 mysteries of cigarette smoke. And again, I — I — I 

7 don't know all the specifics, but — but I — I think 

8 we've acted responsibly in that area. I — I — 

9 I'm on the board of CTR now, have been since 

10 December of '94, and — and I — I've been — I've 

11 been very impressed with the independence of that 

12 group and the degree to which very qualified people 

13 are deciding on very interesting research. So I — 

14 I — my answer is, yeah, we — we — we should be a 

15 participant in it. 

16 It's not clear to me that Philip Morris has the 

17 capacity to set up a — the same kind of — of — to 

18 set up, itself, the same kind of environment and 

19 academic and — and technical and scientific world 

20 that — that a lot of other people have as a 

21 capability to do this kind of work. 

22 So your question was: Should Philip Morris do 


23 

it? 



24 

Q. 

Yes . 


25 

A. 

My answer is: 

I don't think Philip Morris 
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necessarily should do it. I believe Philip Morris 
should be a — a participant in that activity and a 
supporter of it. 

Q. You said, I think, that you're not sure whether 
Philip Morris has the capacity to do it; that is, set 
up the sort of research or laboratories or personnel 
necessary to accomplish the task. 

A. Well I — I — 

By "capacity" I mean if — if you — if you go 
out to establish, let's say arguably, a science 
center related to disease, there are a lot of places 
today that are eminent in that field. Johns Hopkins 
is known for that. I mean the medical centers. Mayo 
Clinic in your own state. I mean these are — these 
are big-time facilities that are staffed with the 
world's best. It's not clear to me that Philip 
Morris as a company could go out and create that. 

But what I'm saying is even in the absence of 
creating that, I believe that we should be a full 
participant in supporting trying to find the answer 
to the issue of cigarette smoking and disease, and I 
think we have. 

There's really nothing more I can say on that. 

Q. Is there a relationship between the commitment 
to research and the number of dollars that a 
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particular company invests in that process? 

A. No, I — I — that — 

I don't think that would be a — something you 
could say, this company spends a hundred dollars and 
is therefore less committed than that company that 
spends two hundred dollars. No, I — I don't think 
it's just dollars. 

Q. Is dollars any measure in your mind of the level 
of commitment of a company to answering research 
questions about the health effect of its products? 

A. Sure, it — it would be one of the indicators, 
yeah. 

Q. Have you looked at the dollars that Philip 
Morris has spent over either one decade, two decades, 
or even more, with specific reference to research or 
research-funded activities? 

A. I'm aware — I'm — I'm generally — 

As long as you wouldn't hold me to the numbers, 

I mean I'm generally aware of the research budgets 
that the company's had. 

Q. And you regard the monies that Philip Morris has 
spent over time compared to its total dollar volume 
from the sale of cigarettes as fair and adequate and 
reasonable? 

A. Well that's a somewhat loaded question because 
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our — our sales of cigarettes is a huge number and 
it also includes massive excise taxes we collect for 
the government. But let — let me — let me answer 
you this way, as — as — as — as I see it. As I 
said, I've sat on the board of The Council for 
Tobacco Research for the last two-plus years. 

That — that organization has an independent 
Scientific Review Board that has nothing to do with 
the tobacco industry, these are preeminent medical 
researchers and doctors, and to my knowledge over the 
last two years, CTR has funded every single study 
that that Scientific Review Board has approved as 
being warranted and interesting and academically 
stimulating and scientifically — whatever. I 
believe every grant has been approved. There are no 
grants left on the table that the Scientific Review 
Board felt should be funded. 

So I can answer your question by saying one can 
look at the dollars and make a judgment relative to 
our sales or to our earnings, and you can do that, 
and it's a statistical measure, and then it's a 
subjective interpretation of whether that represents 
a significant amount or an insignificant amount. 

I — I'd rather, for me, say that at least through 
The Council for Tobacco Research and the independent 
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Scientific Review Board, everything has been funded, 
and that's full support. 

Parenthetically, I might add that since Philip 
Morris is the single largest taxpayer in the United 
States of anybody, that our tax dollars that we give 
to the governments can also, if we want to get into a 
take-how-much-you've-spent-in-research-and-compare- 
it-to-sales-and-profits, a fair analysis of that 
would also be to take our tax dollars that we pay and 
see what — how much of that goes to the same area. 

Q. When we were talking about the duty of Philip 
Morris with respect to its products, one aspect of 
that duty that you mentioned was an awareness of the 
risks incident to the use of the products — 

A. I — I believe — 

Q. — about health effects. 

A. I believe that — that I said that we should be 
responsible in making sure that our customers make 
informed decisions about the use of the products. 

Q. And those decisions can only be made when all of 
the information about health effects or potential 
health effects are available and on the table; true? 
A. As best one can do it, yes. 

Q. And that would require, would it not, for a 
company such as Philip Morris, to disclose to its 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

38 

customers or the public or the government all that it 
knows about the potential health effects of its 
products? 

A. Now "all" is — 

All that it believes are important, yeah. 

Q. Whose judgment should it be, Mr. Morgan, as to 
whether something is important or not? Should it be 
the company's, or should it be the public's and the 
government's? 

A. Well I think it should be — 

In an ideal world it should be a collegial 
relationship that involves, in this issue I would 
say, certainly the — the — the government, medical, 
public health groups and the company. I'm not sure 
that the public would be able to digest all the 
information. I mean I think there's some meeting of 
the minds you probably want among people who are more 
expert than the public to — before you start 
inundating the public with information. But if — 
you know arguably I — I — 

If you said, "Well come on, the public has a 
right to know everything." Fine, sure, public has a 
right to know everything. I just question the value 
of — of dumping data on the public. But all three 
should be involved. 
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Q. Are you satisfied that Philip Morris has 
discharged that particular aspect of its duty; that 

is, disclosed all that it knows about the health 
effect of its products over the course of the last 40 
years? 

A. I — I have no way of answering that question. 

I just — I just don't know because I don't know what 
the company knew or didn't know for 90 percent or 95 
percent of those 40 years, and I frankly also don't 
know what the company revealed or didn't reveal to 
the government during that period of time. I just 
wasn't in a position to have any understanding of 
that. 

Q. You've been deposed a number of times in 
tobacco-related litigation now; have you not? 

A. Yes. 

Q. Today's the third? 

A. Today's number three. 

Q. You've been asked these sorts of questions 
before today; have you not? 

A. Urn — 

Q. About what the company knew and when it knew 

it. 

A. You know, I — I guess I have, but I don't think 
in the other two sort of as much as you're doing in 
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terms of the company. It was much more focussed on 
what I knew. It's a hard line to draw. I mean I 
have — I have trouble. I mean I — I know what I 
know, and that's basically all I know, and to 
whatever degree I am or am not the company at any 
given point is hard to figure out. But all — all I 
can really tell you is what I know. 

Q. Have you ever gone back since the issue of 
smoking and health effects has come to the fore and 
done any research or instructed anybody to do any 
research to find out what Philip Morris knew over the 
course of the last 30 or 40 years and whether full 
and adequate disclosure of that information was made 
by the company? Have you ever done that? 

A. No, I haven't. And the reason — one of the 
reasons I haven't is that that's not really my area 
of responsibility. 

Q. You speak for the company; do you not? 

A. No, I don't. 

Q. You don't. 

A. No. I speak for myself. 

Q. In your capacity as the president and CEO of the 
company, you do not speak for the company? 

A. Well there are two people above me in the 
company before the board of directors, and I have 
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responsibility for what I am responsible for and I 
don't have responsibility for what other people are 
responsible for. So I — I — I don't consider 
myself to speak for the company, I consider — 

And that's a sort of a quibbly statement I just 
made. I mean clearly if I'm the president of the 
company, what I say people interpret as being the 
company. I understand that. I mean I'm not dodging 
that at all. But when I'm answering questions for 
you, to you or for you, I am speaking for myself, not 
for the company. 

I don't — I don't know what the company is. I 
mean the company is 50 years, it's six different 
chairmen, it's hundreds of executives, it's thousands 
of vice-presidents, all of whom have written and said 
things. I — I don't know what the company is. 

Q. Part of the duty concept that we spoke about 
earlier was that you said Philip Morris shouldn't 
conduct itself in a way to prevent informed decisions 
by those that use the products; in other words, it 
shouldn't get in the way. 

A. I — I believe that. 

Q. Okay. Have you seen any evidence in any 
document that you've looked at at any time that 
indicated to you that Philip Morris either directly 
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or indirectly got in the way of a full understanding 
of smoking and its health effects? 

A. I — I'm — I am aware because, as you 
mentioned, I've — this is number three on the 
deposition list, I am aware that there are documents 
where individuals have expressed points of view that 
were — how would I describe them? — that were 
inconsistent with what Philip Morris as a company was 
saying publicly. I'm — I'm aware of those. 

So you say am I — am I aware of where the 
company's ever gotten in the way of that 
information? It's — it's — it's really a difficult 
question to answer because it assumes that that 
information was accurate or correct, and I can't 
judge that because it's not my area of expertise. I 
think that the company — I — 

I guess I can answer the question this way: The 
company operates under a large numbers of laws and 
rules and regulations, it's a very heavily regulated 
company and industry, and we are asked to do a number 
of things and we do them. A lot of that involves 
information. And — and I'll give you an example 
of — of when you say does it get in the way, and I 
say that's — that's such a cloudy question, but I 
can give you an example of where it doesn't get in 
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the way. 

As you may know, I think since the middle 1980s 
the company submitted to the Department of Health and 
Human Services a list of all the ingredients that are 
used in the manufacture of cigarettes. The agreement 
with the government was that that list would be 
maintained in privacy and that the government could 
look at the list, which it's done, and — and comment 
on any specific ingredient. A couple of years ago 
Philip Morris published that list publicly in the 
newspapers to the public, so the public has a list of 
every ingredient that we use. 

So as, for example, the issue of ingredients 
comes up, we certainly didn't stand in the way. We 
actually published the list that we give to the 
government. So I — your question — your question 
is a tough question because it's — it's — 

Well who knows how to interpret what "stand in 
the way" means? I'm sure the company has disagreed 
with some of its employees from time to time in terms 
of their opinion. It's — it's a very tough question 
to answer. My — my — 

My general sense as a summary statement of, 
sorry, a very long-winded ramble, my general sense I 
I — I believe from what I know and my experience, 
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that the company's acted responsibly in this area. 

Q. What are the documents you were thinking of when 
you answered earlier that there may be instances 
where people at Philip Morris may have gotten in the 
way of full disclosure? 

A. I — I didn't — 

I really didn't say that I thought they got in 
the way, I said it was a difficult question to 
answer. 

Q. Well what documents were you thinking of in 
answering that question? 

A. I think there was one in particular that I'm 
going to put — put in the early '60s, may have been 
even before I got in the company, early '60s, and it 
was a — a document written by someone in R&D that 
said that there were 40 things in cigarette smoke or 
34 or 32 things in cigarette smoke that had been 
identified by other people as carcinogens and that 
needed to do more research on that. I think probably 
the research was done, but I mean I'm just aware that 
somewhere back in the '60s, that a Philip Morris 
scientist had said that — didn't say that those 
carcinogens resulted in causing cancer from cigarette 
smoke, just said a physical — what I said, a 
physical comment, "Hey, these are here." And so 
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something like that. 

Now I — I don't know what the company did with 
that information because I said it may — may have 
even predated my arrival, but if it didn't predate my 
arrival, I'm pretty confident it predated my sort of 
area of time of having any responsibility for much at 
all. So I — I don't know what happened to it. 

But that was a document that I was thinking of 
when, you know, you said what kind of documents. 

Q. Any others that come to mind? 

A. Not really. 

Q. As you look back on that instance, and let's put 
you in the position of being the president and CEO — 
CEO of the company, if that was new information in 
the early '60s; that is, that cigarettes contained 
materials known to be carcinogenic, either in humans 
or animals, do you believe that Philip Morris had a 
responsibility to disclose that fact to either 
government or the public or the medical community? 

MR. WEBB: I object to the form of the 
question, calls for speculation. 

A. The — it's — 

It's very hypothetical because, first of all, I 
don't know whether this was a Philip Morris finding 
or not. And — and probably the best thing for us to 
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do if we want to talk about that document is to find 
it and talk about it. 

I don't know whether he was reporting — he or 
she was reporting on publicly available information, 
pointing out that people had reported this. I don't 
know whether it was a Philip Morris finding. I don't 
know what the state of the knowledge in the medical 
and scientific community was at that time. I was 
just — just starting with the company, so I was 
around 20 years old, but I remember back in the 1950s 
as a teenager, I remember Reader's Digest articles 
and things like that that talked about ingredients in 
cigarette smoke, it could cause cancer or — or were 
carcinogens. And — and the — 

You know, you asked me to put myself in the 
position. Certainly the first thing I'd want to know 
is, well, they — they're there, but — but are they 
there in any kind of significant amounts that anyone 
would be concerned about? Because I'm also aware 
that milk has carcinogens in it and — I don't mean 
to derogate another — I don't even want to say 
another product because I don't want to get sued by 
some manufacturer saying that I said it had 
carcinogens in it. But a — a large number of things 
that we deal with on a day-to-day basis have 
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carcinogens in them. That doesn't mean they will 
cause cancer in you or me, and it's not clear that if 
you or I got cancer that it would come from those 
carcinogens. There's a whole complicated series of 
issues around that. So the mere presence of 
carcinogens does not indicate that a product will 
cause cancer, in my judgment. 

Q. Let me put before you, Mr. Morgan, what's been 
previously marked as Plaintiffs' Exhibit 1148. It is 
a document entitled "A Frank Statement to Cigarette 
Smokers." Do you recognize that, sir? 

A. I do recognize it. 

Q. And you've seen it before today; have you not? 

A. I've seen it in — in the context of the two 

previous depositions. I had not seen it before those 
depositions. 

(Discussion off the stenographic record.) 

BY MR. SILBERFELD: 

Q. You understand, do you not, that Philip Morris 
participated in the placement of this advertisement 
in at least several hundred newspapers throughout the 
United — United States in 1954? 

A. I — I don't understand that and I don't know 
it, but I certainly wouldn't argue with it since 
they're a signatory to the document. 
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1 Q. And Mr. McComas, I take it, was the president 

2 of — 

3 A. Excuse me. I should be more specific. I 

4 don't — I don't know it. I do understand it. 

5 Q. Okay. Mr. McComas was the president of the 

6 company in 1954? 

7 A. I believe so. 

8 Q. Do you understand the circumstances around the 

9 participation by Philip Morris in the Frank Statement 

10 to cigarette smokers? 

11 A. No, I really don't. 

12 Q. Are you aware as to whether or not participation 

13 by Philip Morris in the Frank Statement was 

14 voluntary, or forced on them by someone? 

15 A. I — I — I have no idea. I was 10, 12 years 

16 old at the time. 

17 Q. Well as you look back on it from your position 

18 as the president and CEO of the company, have you 

19 done anything since you were first shown this 

20 document to determine the circumstances around which 

21 Philip Morris came to participate in this particular 

22 document? 

23 A. No, I have not. 

24 Q. Any particular reason why you haven't looked 

25 into it? 
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A. Well there are a number of reasons, but the only 
important one is that I just don't have the time to 
do that. Spending a lot of my time in depositions. 
I'm trying to run a company. 

This is 40 years ago, and there are other people 
who you can talk to who would know a lot more about 
this than I would. And — and I just think you ought 
to talk to other people who were closer to the 
situation because they'd know the situation and I 
don't. 

Q. You've read Exhibit 1148 before; have you not? 

A. Yeah — well I've — 

I've looked at it, yes. And — and I've been 
taken through it, yes. 

Q. All right. Let's go through just a couple of 
the aspects of it. 

A. Okay. 

Q. In the left-hand column of the document, about 
three paragraphs from the bottom, do you see the 
statement that says, quote, "We accept an interest in 
people's health as a basic responsibility, paramount 
to every other consideration in our business?" 

A. Yes, I do. 

Q. Do you believe that that was the policy of 
Philip Morris at the time that this was done in 1954? 
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A. I have no way of knowing that. 

Q. Is that the position and policy of Philip Morris 
today? 

A. I believe it's a fair characterization. 

Q. Is it a correct and true characterization? 

A. I believe so. 

Q. Has the policy of Philip Morris during the 30 
years that you've been with the company been as 
expressed in this statement, for the last 30 years at 
least? 

A. I believe that we have acted responsibly in the 
area of assuring that people who choose to smoke make 
that choice understanding that there are risks 
involved, and so I — I — I think — I think I'd say 
the answer to that is yes. 

Q. And has been yes for 30 years? 

A. Well again I'm not aware of — 

Since I was in marketing alone up until 1994, 
it's hard for me to state as a fact what the 
company's done and not done and how it's acted in 
periods where I have no reason to know what went on. 

If you want to talk about the — the basic 
character of the company I know, without talking 
about specific knowledge, I think the character of 
the company has been quite good, and I believe that 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

51 

in — in the last couple of years that I do know 
what's going on I believe we've acted and are acting 
very, very responsibly in the area of understanding 
and dealing with the fact that cigarette smoking may 
be a cause of disease. 

Q. Since 1954 when the Frank Statement was 
published, has Philip Morris taken out any 
advertisement of this scope; that is, in several 
hundred newspapers, to talk about any health issue 
related to smoking? 

A. I'm hesitating because I think the answer is 
yes, and I think — I think two or three years ago 
there was a campaign that was run that I think was 
called — the name Big Word was — 

It talked about secondhand smoke. I — I'm not 
sure — I don't remember. There were a number of ads 
run, I don't remember the specific ones, but there 
were certainly — there was certainly a substantive 
newspaper campaign run two or three years ago. And I 
think we'd have to go through the ads that actually 
ran to know how to categorize to answer your 
question. 

Scope was much more than 200 newspapers. The 
content, I'm not sure whether it was of this nature 
or not. Certainly not this ad. 
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(Discussion off the stenographic record.). 
Q. You believe that that campaign related to 
secondhand smoke? 

A. I — I — I know there was one ad. I don't 
think the — 

I think the campaign related to the cigarette 
controversy. 

Q. With regard to the Frank Statement which is 
before you, again in the left-hand column under 
paragraph two it reads, quote, "That there is no 
agreement among the authorities regarding what the 
cause is," referring to the cause of lung cancer. 

In the decade of the 1990s, is it your view that 
that remains a true statement? 

A. I — I think that today — well let's — 

Let's back it up once. I'll answer your 
question. We have "authorities." What — what are 
we going to mean by "authorities" here? Are we going 
to mean sort of the public health/government — 

Q. Sure. 

A. — kind of group? Okay. 

Q. Yeah. 

A. The answer to your question is I believe the 
authorities today in the 1990s totally agree and 
totally feel that cigarettes is one of the causes of 
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lung cancer. They don't know how — as I said, the 
mechanism's not there, nobody's been able to define 
it, but based on the epidemiological data, I guess I 
said the first couple of sentences we talked about I 
don't think there's a debate about that. I think the 
authorities do agree. 

There are still people who challenge parts of it 
and — and stuff, but as — as a general statement, I 
think this — 

I guess your question is: Is that true today, 
that the authorities don't agree? 

Q. Yes. 

A. I think that's an untrue statement. I think the 
authorities do agree today. 

Q. Has Philip Morris, since that became known at 
Philip Morris that the authorities now agree, taken 
out any advertisements to retract or modify the 
statement that's in Exhibit 1148 that I just read to 
you? 

A. No. I mean I don't — 

You mean quite literally run this ad and say 
this ad that ran 45 years ago is wrong? 

Q. Or run — 

A. Do you mean that literally? 

Q. Or run another ad. 
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A. I think Philip Morris is acknowledging — I'm 
doing it today, I've done it before. I think the 
company's position is that cigarette smoking is a 
risk and that cigarette smoking may cause disease and 
that people ought to be fully aware and make informed 
decisions if they choose to smoke. I think in our 
conduct we have been responsible in relation to 
this — this ad and — and, you know, as I said, this 
ad was — 

What did you say it was, 1954? 

Q. Uh-huh. 

A. So it's 43 years ago. I think our conduct — 
well maybe "conduct" — 

I think we are not — we are not saying the same 
things today that this ad said. We have 43 years' 
worth of history to change our mind on it and — and 
there are some things here that don't hold up and 
actually look sort of silly today in — in the 
context of today's world and the commonly accepted 
beliefs about cigarettes. 

Q. You said that you're saying it today on behalf 
of the company, I take it, that the authorities agree 
on the subject of smoking and lung cancer. 

A. No, I'm saying it on behalf of myself. Again, 

I — I — I — 
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1 Maybe it would be easier if each time I thought 

2 I was speaking for the company, I said this — "I'm 

3 now speaking for the company," because, as I said, 

4 everything that I'm saying I'm saying as myself, Jim 

5 Morgan as an individual who happens to be president 

6 and CEO of Philip Morris Incorporated. I don't feel 

7 I can speak for the company because I — I — again 

8 as I said, I'm not sure what the company is. The 

9 company's a collection of individuals, and unless it 


10 

is 

a policy statement from Philip Morris 



11 

Incorporated, I speak as an individual. 



12 


And — and frankly, that's the way we 

run 

the 

13 

company, we're very individualistic in the 

company 

14 

and 

we encourage that. So I'm holding to 

the 

point 

15 

of 

view, and I don't mean to be difficult 

with 

you. 

16 

but 

I'm speaking as me. I — I want to be 

very clear 

17 

about that. 



18 

Q. 

You have it within your power, I take 

it. 

to 

19 

issue a policy statement if you so chose. 



20 

A. 

I do not. 



21 

Q. 

You do not. 



22 

A. 

I do not. 



23 

Q. 

You could recommend, I take it, that 

the 

company 

24 

issue a policy statement about the health 

effects of 

25 

smoking. 
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A. I could recommend — 

Anybody could recommend that. Sure. 

Q. With regard to your own personal point of view, 
you said that you're saying it here today. You 
understand, do you not, that the scope and 
availability of this deposition is rather limited? 

A. Yes. 

Q. That it's not a public document? 

A. I — I got to assure you, my experience with 
depositions hardly suggests that they don't end up 
being public documents. But I — I will accept your 
good intent of not making this a public document. 

Q. Are you willing to have it be a public — 
publicly available piece of information? 

MR. WEBB: Object to the form — I'm 
sorry. I object to the form of the question. 

Q. Is that your position? 

A. I — I would have to take the advice of my 
counsel on that. 

Q. I don't think he's given any other than he's 
objected. 

A. I would — I would want to talk to him before I 
answer the question. 

Q. How about just this part of the deposition that 
relates to whether or not the statement in the Frank 
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1 Statement remains true today? 

2 A. I — 

3 Q. Is that something you would find — 

4 A. I would personally have no objection to that 

5 being public. 

6 THE WITNESS: Can we take a break? 

7 MR. SILBERFELD: Yeah. 

8 THE WITNESS: You looked like you wanted 

9 one, too. 

10 THE REPORTER: Off the record, please. 

11 (Recess taken.) 

12 BY MR. SILBERFELD: 

13 Q. Mr. Morgan, just before the break or a few 

14 minutes ago, in any event, we talked about a document 

15 where you seem to recall that there had been a list 

16 of compounds in cigarette smoke that had also been 

17 identified as carcinogens. Let me show you what's 

18 been previously marked as Plaintiffs' Exhibit 152 

19 bearing Bates number 1000277423 through 447. I'm 

20 happy to show you the whole document, but I've opened 

21 it to a particular page, and see if that helps 

22 refresh your memory that that's a document you were 

23 thinking of. 


24 

A. 

Yes . 




25 

Q. 

All 

right. 

The document 

was authored by whom. 


P .0. 

. BOX 

18188, 
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1 sir? 

2 A. Well I'm not sure who authored bit because it — 

3 but it was — it was — 

4 It's identified as a presentation by Dr. H. 

5 Wakeham. 

6 Q. And who was Dr. Wakeham in 1961, the date of the 

7 document? 

8 A. Dr. Wakeham was in the research and development 

9 department. I don't know what position he held in 

10 '61 because I wasn't with the company at that point. 


11 

but 

he - 

— he was in the R&D 

department. 

12 

Q. 

At 

Philip Morris. 


13 

A. 

At 

Philip Morris, yeah. 


14 

Q. 

Okay. And Dr. Wakeham 

identifies in this report 


15 a number of constituents in the page that you have 

16 before you now that are known to be carcinogens? 

17 MR. WEBB: Can we make sure he's on the 

18 same page? 

19 THE WITNESS: I'm just looking through the 

20 document just to reacquaint myself with it. 

21 Okay. Sorry. Yes. 

22 Q. What is the title of the page that you were 

23 thinking about earlier which I've now put before you? 

24 A. "PARTIAL LIST OF COMPOUNDS IN CIGARETTE SMOKE 

25 ALSO IDENTIFIED AS CARCINOGENS." 
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Q. In understanding whether or not cigarette smoke 
is capable of producing cancer either in humans or 
animals, do you regard the cancer potential of 
certain substances to be an important piece of that 
puzzle? 

A. I'd feel more comfortable if you were asking 
that question of someone like Dr. Cathy Ellis, who's 
a scientist, but as a layman I would say that the 
answer to your question, in my mind, would be yes. 

Q. And that's because any information about the 
actions of substances would be helpful in an 
understanding of how a substance may cause cancer, if 
it causes cancer; true? 

A. That seems like a reasonable statement to me. 

Q. And if there are dozens of substances involved 
in a particular substance that may all be 
carcinogenic either alone or in combination with one 
another, that would be important information, would 
it not, in understanding whether a substance causes 
cancer? 

A. Could you ask the question again? I'm sorry. 

Q. Sure. Let me try it again. 

A. Okay. 

Q. You understood in — in looking at this 
document, did you not, that each and all of the 
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substances listed there are found in cigarette smoke? 
A. That's my understanding of what this says, yes. 
Q. So to the extent that multiple substances are 
known to be or suspected to be carcinogenic, would 
the fact that there are multiple substances capable 
of producing cancer be an important fact in 
understanding whether cigarette smoke or cigarettes 
lead or contribute to the development of cancer in 
human or — or animals? 

A. I'm not tracking with you. Can I come back at 
you and ask you — 

Q. Sure. 

Is the fact that multiple components of 
cigarette smoke were thought in 1961 to be 
carcinogenic an important fact in understanding 
whether smoking causes cancer, as distinguished from 
the fact that perhaps only one substance in all of 
cigarette smoke was potentially carcinogenic? In 
other words, the fact that there are — 

A. Oh, I see. 

Q. — multiple ones, — 

A. I get it. I'm sorry, I just — 

Q. — is that an important fact in your mind? 

A. I — I don't know because I'm not a scientist or 
medical researcher. I don't know if one is important 
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or five is important or 10 is important. This is a 
list that was in his report that said, at least as — 
as — as I understand this, here are a bunch of 
substances in cigarette smoke that have been 
identified as possible carcinogens — or as — as 
carcinogens, not possible carcinogens. What — what 
I don't know from this is what the relevance of it 
is. I — I don't get out of this that he's saying 
that these are identified agents that cause disease 
in human beings from cigarette smoking. 

His comment, I believe, from the listing, is 
just these are things that — that we've — that — 
that are in cigarette smoke that are also — have 
also been identified as carcinogens, but it doesn't 
say anything about the levels that are found in the 
smoke or whatever. So I — I just have no basis of 
knowing what he meant or — 

I know what he meant by the list. What I don't 
know is what he meant by the implications or the 
importance of it. 

Q. Do you believe that, as of 1961, Dr. Wakeham 
spoke for the research and scientific arm of Philip 
Morris? 

A. I — I don't know that because I don't know what 
his position was in 1961. I'm sure he spoke as an 
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individual. I don't know that he headed the 
department then. 

Q. If he did, would he be authorized to speak for 
the department? 

A. Sure. 

MR. SILBERFELD: If I may. 

(Document handed to Mr. Silberfeld.) 

Q. We talked earlier about epidemiologic studies. 
Are you familiar, sir, with the term "relative risk?" 
A. Yeah. Halfway be — well that's too egocentric 
a comment. Some partial way between a layman and an 
expert. I — I — I — I know a little bit about it. 
Q. Do you know the concept of attributable risk? 

A. No. 

Q. Do you know what the relative risk is that's 
been published for smoking and lung cancer? 

A. No, I do not. 

Q. Does the number 10 refresh your memory, sir? 

A. No, it does not. 

Q. Do you know of any substance in science that has 
a higher relative risk than 10 for any epidemiologic 
study involving any substance? 

A. No. I don't know what 10 is, so I — I — and I 
don't — 

The answer to your question is no, I don't. 
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Q. Okay. Have you at any time looked at the public 
statements made by either Philip Morris or trade 
groups of which Philip Morris was a member to 
determine whether the statements being made over time 
were truthful? 

A. Yes, I have. 

Q. Which ones can you think of that you looked at, 
sir? 

A. Well I certainly would have looked at any 
statements the company made about areas related to 
marketing where I knew, at least I in my judgment,— 
what was true and not true. So such things as a 
report on what our unit volume was or our market 
share was for a given period I would have looked at. 
But I would have — I — I would only look at things 
as to whether they were true or not true when I had a 
basis of making that judgment. So I would have seen 
a lot of things the company said, but in terms of 
evaluating the truthfulness, I think — hopefully I'd 
be smart enough only to make judgments on things that 
I consider myself to be fullly knowledgeable in. 

Q. Have you at any time evaluated the public 
statements of the Tobacco Industry Research Committee 
of which Philip Morris was a member? 

A. No, I'd have no basis for — for judging those. 
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I like to assume they're true, but I — I can't make 
a definitive judgment on that because I just don't 
know enough about the subject. 

Q. Are you aware that in the 1950s, '60s and into 

the 1970s, a controversy existed between those who 
believed that smoking caused disease and those who 
claimed that it did not? 

A. Yes, I'm aware of that. 

Q. And are you aware of any group or individual 
other than those tied to the tobacco industry that 
held the view that smoking did not cause disease? 

A. I'm not specifically aware of an individual, but 
during the '60s and '70s my impression is is that 
there were a number of people who certainly debated 
the issue and there were a number of people outside 
the cigarette industry who also criticized a — a 
number of the studies that were done in the '60s and 
the '70s that were heralded and trumpeted as being 
the definitive study, and there were — there were 
independent people who questioned those findings. 

Q. From all that you understand about the history 
of the '60s and '70s in the tobacco business, have 
you come to understand that there was a program or a 
plan on the part of the tobacco companies to create 
doubt as to whether or not there was a relationship 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

65 

between smoking and disease? 

A. Well my feeling on that is that I don't think 
"create doubt" is the right definition. There's — 
there's — there's no question — I shouldn't say "no 
question." I have — I have little question that 
the — the tobacco industry was defending its 
products against a series of allegations about it. 

My own view is that it was — it was not to create 
doubt but to maintain balance in the debate. And as 
a member of the industry, all the way up through 
today, not so much on smoking and health but on — on 
a bunch of other issues, this industry finds itself 
continually in the position of needing to defend 
itself to make sure a balanced perspective is 
presented. And — and — I — 

I prefer to think of — of the '60s and '70s, at 
least as I understand it, as much more an issue of 
put — putting out a balanced view than creating 
doubt, but that's — that's a judgment on my part 
and — and a subjective opinion. 

Q. Would you have any reason to disagree with 
documents that show that in fact the plan and the 
program and the intent was to create doubt rather 
than maintain balance? 

A. Well I'd have to see the documents. I — 
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You know, it's an open-ended question. 

Q. All right. Let me show you what's been 
previously marked as Plaintiffs' Exhibit 405. It 
bears Bates number 87657703 through 06. 

MR. WEBB: Do you have another copy there? 
MR. SILBERFELD: Yeah, sure. 

(Document handed to Mr. Webb.) 

MR. WEBB: Thank you. 

Q. And in the interest of time, what I'm 
particularly focusing on is the first page. 

A. Okay. Let me just take a quick look at it. 

Q. Sure. 

A. Okay. 

Q. This is a memorandum dated May 1, 1972; true? 

A. Uh-huh. 

THE REPORTER: Your answer? 

THE WITNESS: Uh-huh. Yes. 

THE REPORTER: Thank you. 

Q. Do you know as of that time who Mr. Kornegay 
was? 

A. Mr. Kornegay was a — either the head of or 
certainly next to the head of The Tobacco Institute. 
Q. And who was Mr. Panzer, do you know? 

A. Mr. Panzer worked for The Tobacco Institute. 

I'm not sure of his position. 
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Q. And The Tobacco Institute as of 1972 was what, 
sir? 

A. Was an industry organization of the tobacco 
manufacturing companies, plus — I believe the 
tobacco growers may have been a part of it. It 
was — it was an industry trade association. 

Q. Including Philip Morris. 

A. Including Philip Morris, yes. 

Q. Let me direct your attention to the third 
paragraph of page one. Do you see that, sir? 

A. Yes. 

Q. Referring to the 20 years prior to 1972, the 
memo refers to a strategy, a single strategy to 
defend itself on three major fronts: litigation, 
politics, and public opinion. 

A. That's the second paragraph, not the third. 

Q. That's the second paragraph. 

A. Yeah. 

Q. And then it goes on to say in the third 
paragraph, quote, "While the strategy was brilliantly 
conceived and executed over the years helping us win 
important battles, it is only fair to say that it is 
not - nor was it intended to be - a vehicle for 
victory. On the contrary, it has always been a 
holding strategy, consisting of" three points, the 
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first point it says, quote, "creating doubt about the 
health charge without actually denying it." Do you 
see that, sir? 

A. I do see that, yes. 

Q. Do you believe that to be a true statement as of 
the time that it was written? 

A. Hmm. Well, I don't know — 

This is Mr. Panzer's opinion, and I don't 
know — and Mr. Kornegay, it's his interpretation of 
the strategy. I told you what I thought the strategy 
was, so I — I — I can say I think it's — I can't 
even say this, but I assume it's true, that Mr. 

Panzer believed that was the strategy. I don't think 
it indicates that — that that was the — accurately 
that that is the strategy. This is a — this is a 
person in The Tobacco Institute making a — looks to 
me like a proposal, so it's — it's Mr. Panzer's 
view, but I don't know what he meant by it or I 
certainly don't — 

I don't believe that's the way I'd characterize 
it, as I said earlier. 

Q. Have you ever seen the policy of The Tobacco 
Institute with reference to smoking and health 
effects stated as anything other than the policy and 
the plan and the strategy of creating doubt? 
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A. Have I ever seen it? No, I've never seen it. 

In terms of any involvement I've had with the Tobacco 
Institute directly or discussions regarding The 
Tobacco Institute, I would still come down on the 
side personally of — of categorizing their role much 
more as presenting a balanced view than I would 
creating doubt. 

Q. Have you ever seen, either from the tobacco 
industry or — tobacco institute, rather, or any 
other trade organization, seen any document which 
refers to the controversy about smoking-and-health 
issues as being an effort on the part of the industry 
to maintain balance, as you put it? 

A. Seen a document? No, I'm not — I'm not aware 
that I've seen a document. But I remember — I — 

I — I believe I remember, I think I remember being 
in discussions where I — I was a proponent that we 
needed to maintain a balanced view and make sure that 
all the sides of the story are being given to the 
consumers. 

Q. Now you mentioned that you were on the board of 
CTR? 

A. Yes, for the last two-plus years. 

Q. And that board has a Scientific Review Board or 
Advisory Board; does it not? 
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A. Yes, it does. 

Q. And I think you said in answer to one of my 
earlier questions that that review board is 
completely independent and makes its own decisions 
about research projects that it wishes to engage in? 
A. As best I understand it does, yes. 

Q. Do you understand that that's always been the 
case with respect to the Scientific Advisory Board? 

A. I'd have no basis of knowing that. 

Q. Do you — 

Are you aware of any information, written 
information that suggests that the work of the 
Scientific Advisory Board is something less than 
independent? 

A. Yes, I'm aware of that. 

Q. All right. What are you thinking of? 

A. I'm thinking again in terms of previous 
depositions, I'm thinking of a memo, I can't identify 
it, a memo which I was shown in one of those 
depositions that, I guess the fair way to say it is, 
challenged the independence of the Scientific Review 
Board. Or actually I shouldn't say that, not the 
Scientific Review Board. As I remember it, it was — 
it was just — it questioned the independence of 
CTR — 
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1 Q. I'm going to — 

2 A. — as I remember it. 

3 Q. Let me show you a document which has been marked 

4 as Plaintiffs' Exhibit 267, Bates numbers 2022200158 

5 through 0160. 

6 THE WITNESS: While you're doing it, could 

7 I question — 

8 You want these, after I've seen them, here? 

9 THE REPORTER: (Nodding.) 


10 


THE WITNESS: Okay. 


11 

A. 

Okay, I've read it. 


12 

Q. 

Is this the document you 

were thinking of 

13 

earlier? 


14 

A. 

No, it's not. 


15 

Q. 

You were thinking of some 

other memo on this 

16 

same 

subject though? 


17 

A. 

Not on this — 


18 


Well as I said, on the — 

on the subject of 

19 

questioning the — the role of 

CTR in the industry. 

20 

Q. 

As of December 1977, was 

Joseph F. Cullman III 

21 

someone at Philip Morris? 


22 

A. 

Yeah. I might — 


23 


I think he was chairman of Philip Morris, the 

24 

parent company. 


25 

Q. 

Okay. You'll see on the 

first page of this 
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document, and I'll represent to you that this 
document came from the files of Philip Morris, a 
reference to the Frank Statement in the end of the 
first paragraph. Do you see that, sir? 

A. Yes. 

Q. And in fact the Frank Statement included the 
statement that a Scientific Advisory Board was going 
to be created and that they would have free reign in 
directing research and awarding the money for grants; 
true? 

A. That's what this letter says. 

Q. And in December of 1977 the writer of this 
letter, who's the chairman of American Brands, says 
in the second paragraph "That we can no longer — 

This we can no longer say," rather, "since what is 
called 'directed' 'or' contract research has been 
brought into the picture." 

Are you aware of the fact that The Council for 
Tobacco Research and the Scientific Advisory Board 
departed from its original purpose as stated in the 
Frank Statement? 

A. No, I'm not aware of that. 

Q. This is the first time you've seen that 
information? 

A. Yes, it is. 
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Q. Based on what you know about CTR, having been a 
member of its board, do you believe that the impact 
of directed or contract research is inconsistent with 
the original purpose of establishing the Scientific 
Advisory Board? 

A. I — I really can't judge that other than to, on 
an intellectual basis, say that — that if directed 
or contract research was added to the other work that 
was done independently, that would be one scenario, 
if contract or directed research replaced independent 
work, that would be another scenario. And frankly I 
don't know in terms of 1977 whether the what's called 
directed or contract research was supplemental to the 
independent work or replaced it, so it's very hard to 
make a judgment. 

Q. With regard to the public controversy about 
smoking and health, Mr. Morgan, have you seen any 
Philip Morris documents or Philip Morris statements 
that are inconsistent with the public statements; 
that is, that there is some controversy about whether 
smoking causes disease? 

A. Let's try it again. I'm struggling to patch 
your question together. I'm sorry. 

Q. Have you seen any statements in any documents 
that are inconsistent with the public view that 
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there's some controversy about smoking-and-health 
effects made by Philip Morris individuals? 

A. I'm — I'm sorry, I'm really — I'm just not — 
What timeframe are we talking about here? 

Q. At any time. 

A. And the question is at any time have I seen a 
Philip Morris document that is inconsistent with 
what — 

Q. Public statements about a controversy. 

A. Public statements by whom? 

Q. By the industry or by Philip Morris individuals 
themselves as to whether or not there is a 
controversy about smoking-and-health issues. 

A. Not — not that I recall. 

Q. Okay. Do you believe that the public stance of 
Philip Morris; that is, that the case for 
smoking-and-health effects has not been proven, is 
consistent with the internal documents at Philip 
Morris on that same subject? 

MR. WEBB: Objection, form of question, 
lack of timeframe. 

Q. In the last 40 years. 

A. I have no way of knowing that because I don't 
know what — I don't know all the things Philip 
Morris has said publicly nor do I know what documents 
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individuals have generated in the company. I just 
can't answer your question. I'm sorry. 

Q. Well, do you have a general sense as to what the 
public statements of Philip Morris have been on the 
question of smoking-and-health effects? 

A. Over those 40 years? 

Q. Yes, sir. 

A. A general sense. 

Q. All right. What is that? 

A. I believe that over the first 10 to 15 of those 
years that the company's position was largely that 
the statistical data was inconclusive and was 
complicated by a series of less than — than really 
good research projects. I believe that position then 
started to evolve, as more and more information was 
generated, that the company was more accepting and — 
and acknowledging of the increasing evidence there 
was a statistical correlation between cigarette 
smoking and disease. And I believe in the last 10 or 
so years the company has openly acknowledged that 
smoking is a risk and that the statistical data shows 
that cigarette smoking may cause disease. So I think 
it's been — been a — an evolving position as — as 
the state of scientific knowledge has progressed. 

Q. Let's focus on the decade of the '60s for a 
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moment when you first joined the company. 

In a general sense, what do you believe Philip 
Morris's view was of smoking-and-health effects in 
the 1960s? 

A. In a general sense, again I'm not speaking for 
the company, I'm speaking as me in my early twenties 
just joining the company, reading about it, certainly 
not being in a position to know much about it, my 
general sense is that the '60s would have been 
characterized as a period where the cigarette 
industry was — was saying largely that the — the 
studies that were suggesting that cigarette smoking 
was a cause of cancer, which is really the only thing 
I remember back in the '60s as being an issue, that 
the studies linking cigarette smoking with cancer 
were — were — were not proving the point that 
they — 

I remember specifically as — as a young person 
in the company the — the — all the hoopla and then 
the retraction on the smoking-dog study that was done 
at Columbia. That was sort of my first memory of 
what this whole industry was going to be about. And 
I remember that quite vividly about Auerbach and 
Hammond, I think it was, and this beagle study that 
subsequently was highly questioned and I — I 
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think — I think it was largely repudiated by the 
scientific community. So I think — I think that — 
that the general characterization would be that 
the — the companies were saying that — that a lot 
of this research was questionable and that — that 
the statistical link was — was not demonstrable. Is 
that — 

I think that's what I'd characterize the '60s 

as. 

Q. Let me show you a document which has been 
previously marked as Plaintiffs' Exhibit 304, Bates 
number 105408490 through 499. 

MR. SILBERFELD: I don't mean to throw 
those at you. 

MR. WEBB: That's all right. 

MR. SILBERFELD: I just want to get them to 

you. 

BY MR. SILBERFELD: 

Q. Do you recognize the document as having ever 
seen it? 

A. I don't remember it. 

Q. Let me represent to you that this is a report of 
a visit to the United States and Canada by 
representatives of British-American Tobacco, and on 
the second page, if I could direct you to that, 
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you'll see an itinerary which includes a visit to 
Philip Morris Richmond on the 24th of April of that 
year and a meeting with a Mr. O'Keefe and a Mr. 
Seligman. Do you see that, sir? 

A. Yes, I do. 

Q. All right. As of 1958, do you know who Mr. 
O'Keefe was at Philip Morris? 

A. No. I never heard the name Mr. O'Keefe. 

Q. How about Mr. Seligman? 

A. I don't know what he was doing, but I — I knew 
Bob Seligman. 

Q. What aspect of the business was Mr. Seligman in? 
A. Research and development. 

Q. And if I could direct your attention to the 
third page of the document, which is marked the 
second page unfortunately, but do you see the section 
entitled, quote, "CAUSATION, close quote, OF LUNG 
CANCER?" 

A. Yes, I do. 

Q. The first sentence there under that heading 
says, does it not, quote, "With one exception," 
that's H. S. N. Greene, one of the individuals from 
Yale University apparently that they met with, "the 
individuals whom we met believed that smoking causes 
lung cancer if by, quote, causation, close quote, we 
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mean any chain of events which leads finally to lung 
cancer and which involves smoking as an indispensable 
link." Do you see that statement? 

A. Yes, I do see that. 

Q. Do you have any reason to doubt that that was 
the view of Mr. Seligman in 1958? 

MR. WEBB: I'm going to object to the form 
of the question, lack of — lack of personal 
knowledge. 

A. I have no reason to know what Dr. Seligman's 
view was. I know what the sentence says, but I — I 
didn't — I don't know what Dr. Seligman's view is. 

Q. You know Dr. Seligman? 

A. I do know Dr. Seligman. 

Q. And do you know him to be a truthful individual? 

A. I know him to be a truthful individual. 

Q. Do you have any reason to believe that as of 
this time Dr. Seligman would not be honest and 
truthful about his views, if this is a correct 
characterization of his views? 

A. Well no, I don't. But I don't know if H. R. 
Bentley, D. G. I. Felton, W. W. Reid, who authored 
it, I don't know their ability to conclude things 
from people. But I — I'm looking at a document I've 
never seen, it's a subject I don't know about, and 
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1 it's very hard for me to react to it. I also haven't 

2 had a chance to read the whole thing, so I'm not sure 

3 what it's all about. 

4 Q. All right. Let's go on to Exhibit 171, which 

5 has Bates number 1000837391 and 392, a two-page 

6 document. 

7 THE REPORTER: Just a moment, please. 

8 (Discussion off the stenographic record.) 

9 Q. Have you seen this document before, sir? 

10 A. No, I have not. 

11 Q. Let me represent to you that it's generally 

12 about the Auerbach beagle — the smoking beagle study 

13 that you referenced in an earlier answer this 

14 morning. Take a look at that for a moment, if you 

15 would. 

16 A. Okay. 

17 Q. As of the time of this writing in February of 

18 1970, Dr. Wakeham was an employee of Philip Morris; 

19 was he not? 


20 

A. 

Yes, he was. 


21 

Q. 

And as was R. Fagan, 

F-a-g-a-n? 

22 

A. 

Never heard of him. 


23 

Q. 

Okay. Assuming that 

Mr. — or Dr. Fagan was an 


24 employee of Philip Morris, generally speaking do you 

25 understand that one was writing to the other about 
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Auerbach's smoking beagles? Is that your sense of 
the document? 

A. Yes, it is. 

Q. And on the second page at the end of the 
paragraph numbered paragraph eight, do you see the 
sentence — the last two sentences, rather, that say, 
quote, "The crux of the situation is whether there is 
general agreement by qualified pathologists that 
carcinoma, squamous-cell carcinoma has indeed been 
produced. And even if the cancer-production is 
invalidated the obvious emphysema produced cannot be 
denied." Do you see that? 

A. I do see that. 

Q. As of 1970 do you know whether Philip Morris 
understood that cigarette smoking was capable of 
producing emphysema in animals? 

A. I do not know that. 

Q. Do you have any reason to doubt the opinion of 
Fagan or Wakeham on this subject as expressed in this 
memo? 

A. I — I have no reason to doubt this — what — 
what is said in this memo. I don't know how to get 
to that — from that to your general conclusion. 

(Discussion off the stenographic record.) 

Q. You've given me a sense of — a general sense of 
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the progression of understanding by Philip Morris 
really by decade, in the '60s, the '70s and the '80s. 
A. I'd like to be clear, though. That's my 
interpretation of the sense of the company. Again, 

I — I'm not sure what the company is or was or did. 
I'm just telling you as an employee what I sensed the 
company's position was. 

Q. In the early '80s, Mr. Morgan, is it your 
impression that medical science was relating smoking 
and lung cancer in an emphatic way, strongly 
suggesting either a relationship or a 
cause-and-effeet relationship? 

A. I — I don't — I — 

I don't know how to deal with the word 
"emphatic." It was doing it in a stronger way than 
it had done it in the '60s and '70s,, I believe it's 
been an escalating conviction. I don't know whether 
"emphatic" is the right word or not. 

Q. Let me show you what's been marked as 
Plaintiffs' Exhibit 127, Bates number 1003171563 
through 1567. It's a document consisting of five 
pages of handwriting. 

Let me ask you first whether you know who Dr. T. 
S. Osdene is? 

A. Yes, I do. 
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Q. Who is Dr. Osdene? 

A. Dr. Osdene was an executive in the research — 
Philip Morris — Philip Morris research and 
development department. 

Q. And do you know who J. L. Charles was as of this 
time, 1982? 

A. That would be Jim Charles, and I — I believe at 
that time he was also an employee of Philip Morris in 
the research and development department. 

Q. Let me, if I may, direct your attention to the 
third page — 

A. May — may I take a look at this? 

Q. Oh, sure. 

A. I have not seen this before. 

Q. Go right ahead. 

THE REPORTER: We have to change tape. Off 
the record, please. 

(Discussion off the record.) 

(Luncheon recess taken at 12:00 o'clock 
noon.) 
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1 AFTERNOON SESSION 

2 (Deposition reconvened at 1:03 o'clock 

3 p .m. ) 

4 BY MR. SILBERFELD: 

5 Q. Mr. Morgan, just before the lunch hour I had put 

6 before you Exhibit 127, the handwritten notes or a 

7 memo to Dr. Osdene from Dr. Charles. Do you recall 

8 that? 

9 A. Yes, I do. 

10 Q. I'd like to direct your attention to page three, 

11 and — and remind you that the document is dated 

12 1982. 

13 With regard to the statement at the top of page 

14 three it says, quote, "The Surgeon General's press 

15 conference was disturbing. For the first time 

16 association between cancers other than the lung and 

17 cigarette smoking are being made in an emphatic 

18 manner. Associating cigarette smoking with 30 

19 percent of all cancer deaths should make someone sit 

20 up and take notice." Do you see that, sir? 

21 A. Yes, I do. 

22 Q. Was that discussed, to your knowledge, within 

23 Philip Morris in or about this time in 1982? 

24 A. I have absolutely no idea. 

25 Q. Do you believe that as of 1982, the prevailing 
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view within Philip Morris was that cigarette smoking 
was associated with cancers other than cancer of the 
lung? 

A. I — I — I really don't have a view about what 
the prevailing view inside the company was. As — as 
we articulated earlier, I was heading marketing and 
sales at that point, I wasn't part of the R&D 
community or — within Philip Morris, and I was just 
not in a position to know what the prevailing view 
was. 

Q. Was there a mechanism within the company in or 
about this time in 1982 whereby marketing, the field 
you were in, and research, were able to communicate 
with one another as departments? 

A. Yes, there was. 

Q. What was that, sir? 

A. We had a monthly meeting which I attended for a 
number of years, and at that monthly meeting we 
talked about product development, but not about 
smoking and health. 

Q. Was there any corporate structural mechanism 
that existed in or about 1982 where people such as 
you in marketing could sit down and discuss issues of 
the company's product and health with research or 
medically trained personnel? 
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A. No, I don't believe there was a mechanism — a 
mechanism or a structure for that. 

Q. Was there any informal means by which such 
communications between various aspects of the company 
could take place along the lines we're discussing 
now? 

A. Well I suppose — 

Sure, there are always informal communications 
in a company. Yes. 

Q. I don't mean just catching people around the 
water cooler. I'm talking about means by which 
people who are studying health effects talk to 
marketing people, product development people, so 
forth, about health issues with respect to the 
company's product. Was there any mechanism of that 
kind, formal or informal, that you're aware of? 

A. I think we have sort of a definitional issue 
here, and I don't mean standing around the water 
cooler, but there — there were informal ways that if 
you wanted to talk to someone you could talk to 
someone. If you were interested in some — 

It's a company that's very open in — inside the 
company. If you wanted to ask someone a question, 
you could ask them a question. If you — if you had 
something, a point of view you wanted to express, 
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you — you were free to express your point of view. 
But I'm sort of hung up on informal versus formal 
versus mechanism. 

Marketing people were not — by — by process 
were not partaking or knowledgeable in the 
smoking-and-health area. There was no structure to 
do that, there was no program to do that. On the 
other hand, if marketing people wanted to ask 
questions about it, they were certainly free to ask 
questions about it. 

Q. In the 1980s, who within the company — I don't 
mean by name but by department or title — did have 
as part of his or her charge responsibility for 
looking at the health effects of the company's 
products? 

A. I would — 

I wasn't — I wasn't running the company then, 
so this is just an observation, not specific 
knowledge, but I — I would — I would think 
certainly the R&D, research and development 
department was responsible for that, and whatever 
interaction they had with other departments. I 
assume they had an interaction with the law — legal 
department since there were lawsuits about smoking 
and health, and I assume that they had an interaction 
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with the public affairs department since this was a 
newsworthy subject and the company would or would not 
make statements about it. But it really didn't have 
much to do with marketing. Marketing was about 
gaining market share among existing smokers. 

Q. To the extent that the company — 

Since you mentioned public affairs, to the 
extent that the company made public statements on the 
smoking-and-health issue, would it be true that the 
company intended people to. A, listen to those 
statements, and B, rely on the accuracy of those 
statements? 

A. Well it would — it would certainly be true that 
the company would hope that people would listen to 
the statements or there's not much reason for issuing 
them. I don't — I'm not comfortable with the word 
"rely" as a word because, as — as I define "rely," 
it's — it's sort of a word that means take it at 
face value, take it for granted, take it as the 
truth, the only truth. I think the purpose of the 
company in issuing those statements would be more in 
the area of balance that I talked about before, which 
is, I think, the company would hope the people who 
read those statements and thought about them would 
factor the company's statements into the various 
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other pieces of information that they had on the 
issues of smoking and health, which were in my 
judgment, the — the other — the non-company 
information, the public information far outweighed 
whatever the company said, because frankly I don't 
think by even the 1980s the company had much 
credibility in what it was saying. 

Q. But in maintaining that balance that you spoke 
about this morning, I take it that the company was 
interested in having the public rely not only upon 
perhaps what government was saying or what private 
medical science was saying, but also relying in part 
on what Philip Morris was saying about its products 
and the health issues associated with the products. 

A. If you'd use the word "consider" rather than 
"rely," I'd agree with you completely. I — I still 
have trouble with the word "rely" because of the way 
I define it. 

Q. Even rely in part on what Philip Morris was 
saying? 

A. I just — I just — 

Maybe it's me. I just have a problem with 
"rely" as — as I understand it. Certainly to 
consider, to evaluate, to believe that what we said 
was true as we saw it. 
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Q. Yeah. 

A. I — I — I just — I — 

I can't give you the word "rely." I'm sorry. 

I — it means something different to me than — 

Q. You will agree with me that, for whatever role 
the statements played in the total information base 
that the general public would have about smoking and 
health, Philip Morris wanted the American public to 
believe the statements it was making as true. 

A. It wanted — it wanted the public to believe 
that Philip Morris thought that what it was saying 
was true, yes. 

Q. Returning to the memo from Dr. Charles to Dr. 
Osdene in 1982, was there any consensus within Philip 
Morris in the early 1980s that smoking was associated 
with cancers other than cancer of the lung? 

A. I — I don't know what the consensus was within 
Philip Morris. I just wasn't part of that area that 
was involved on this subject. 

Q. Do you recall any discussion in the 1980s, 
before you left the company for that three- to 
five-year period, about whether cigarette smoke is 
was implicated in cancer deaths generally? 

A. Sure. Yeah. 

Q. What was that discussion? 
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A. Well I mean it was just general discussion about 
the — the whole controversy. And I'd say that was 
frankly — I mean as I remember it, that — that 
subject was discussed from the day I got in the 
company, it was hallway talk. Every time an article 
would come out there was talk about it. I mean it 
was — it was certainly a subject that was 
acknowledged, the controversy was acknowledged, and 
it — it — it was for me something you lived with 
day to day both as — as a professional and as a 
person, in understanding that — that the product 
that you are, in my case, marketing is a 
controversial product and — and that, depending on 
what timeframe you want to talk about it, it related 
in one way or another in your mind to the possibility 
that it caused disease. 

Sure. I mean you — I can't imagine that — 
that that wouldn't be something that would be on 
people's minds and discussed. 

Q. Are the total number of smoking deaths that 
government, at least, attributes to cigarettes 
compelling in your mind in making a decision as to 
whether or not smoking causes lung cancer deaths? 

A. Well compelling in what way? Compelling at — 
in their — in their accuracy? 
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Q. Do they convince you of a causative relationship 
between smoking and lung cancer, for example? 

A. Well I've — I've answered this before, not 
today, but let me take a minute and tell you what I 
believe. 

I — I believe that the statistics that we've 
talked about, that we have talked about earlier 
today, that the statistics at face value are 
compelling. That the debate is over. That the 
epidemiological data says that on a statistical basis 
smoking presents a risk to the smoker of 
contacting — contacting or contracting, I never know 
the right word — contracting disease. I — I think 
that that's clear. As a subset of that statement 
there are two things that cause me not to say that 
cigarette smoking causes cancer or causes disease on 
an absolute basis. One is that that epidemiological 
data does have some suspicion around it as you get 
into it, and again this is from what I read, that — 
that the — that the other characteristics of people 
who are smokers are also associated with disease, 
things like high blood pressure, I think they tend to 
be heavier, if I remember right they lead more 
stressful lives, a whole — a whole bunch of things 
that you and I would say, "Gee, I've heard that 
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before. You know, that — that sounds like something 
that they say causes disease." But — but my main 
problem in — in being able to say cigarettes cause 
cancer or cigarettes cause heart disease is this 
absence of — of the practices and — and I'm a 
fairly empiric person, and for me — for me to look 
at you in the eye and say yes, I truly believe 
cigarettes cause cancer in an individual, I would 
need to know or I'd like to know or — or someone 
would need to know, and — and convince me of this, 
that they understand how you get from a cigarette to 
that disease. And — and to the best of my 
knowledge, in spite of the governments around the 
world trying to document that, scientists around the 
world trying to document that, researchers around the 
world trying to document that, I just don't believe 
that that process is even close to — to having been 
identified. 

And I said earlier, the fact is that the 
overwhelming percent of smokers who — people who 
smoke don't get cancer, so to just say — just say 
dogmatically "Cigarette smoking causes cancer" to me 
is a step I can't take. I — I — I acknowledge all 
day long and — and would tell anybody, "Understand 
the risk you're taking. The statistics say if you 
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smoke, you are running a higher risk of contacting a 
whole series of diseases than if you don't smoke." 
Doesn't mean if you don't smoke you're not going to 
get them, and it doesn't mean if you do smoke you 
are. What it means is there's a risk there and it's 
a documented risk. And I accept that risk, I mean 
I — I — I don't quibble with that. And I — I 
understand that in the — 

When we went through the decades, I understand 
that back in the '60s the industry quibbled with that 
risk on the basis of the available data. I don't — 

I just don't believe that that's debatable any more. 

I think the data is absolutely clear. 

And I think, back to another one of your 
questions, that the authorities, if that was the word 
that we talked about, I think the authorities are 
unanimous in that point of view. 

Q. In terms of the advice you would give to an 
individual smoker, would you regard it as reasonable 
for a smoker today, in 1997, to either take up the 
habit of smoking or continue to smoke? 

A. I think that's an individual decision. I 
smoke. I think I know the risks. I choose to 
smoke. There are people in my family who don't 
smoke, and that's their decision. I believe the 
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simplest way I can say it is I believe there's a 
risk, I think cigarettes are a possible cause of 
disease, and that if you're going to choose to smoke 
or debate continue smoking, you better learn all you 
can about those risks and decide how much risk you 
want to take in your life. And risk in life is 
something we all deal with all the time on — on an 
airplane or drive a car or — bad time to say that, 
but ride in a car, or eat steak too much, whatever. 

I — I mean the — the world today is, I think — I 
think we all know and are aware of the risks that we 
take in life, and — and it's an individual's 
decision. 

I think as I said earlier that — that the 
important issue to me is are people aware of the 
risk, and in that regard I think — I — I feel 
personally that people are well aware, well aware of 
the risks of smoking. 

Q. In terms of the reasonableness of a person's 
decision either to take up smoking or continue it in 
the face of the views you've expressed about smoking 
and disease, would you regard that decision to smoke 
or to continue to smoke as unreasonable? 

MR. WEBB: I'm just going to object to the 
form of the question. I think that's been asked and 
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answered. 

A. I'm not sure of the question. 

Q. You said that whether somebody smokes or not or 
continues to smoke or not is an individual choice. 

My question to you is: Based on all that we know 
about smoking and disease, would you regard the 
decision to smoke by any person as unreasonable? 

A. Well I can't — I can't say that because I smoke 
and I don't think I'm an unreasonable person. And 
I — I choose to smoke. So I'd be criticizing myself 
if I said it was unreasonable. 

Q. Okay. If you would, turn over to page — 
(clearing throat) pardon me — page four of Exhibit 
127. At the — just below the middle of the page it 
says, quote, "Let's face the facts." Do you see 
that? 

A. Yeah, I do. 

Q. The first line there says, "Smoking is 
biologically active" — 

"Cigarette smoke," rather, "is biologically 
active." Do you see that? 

A. Uh-huh. 

THE REPORTER: Your answer? 

THE WITNESS: Again, uh-huh. Yes. Sorry. 
I'll try and say yes. 

STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|])Q5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

97 

Q. It refers there to nicotine. Do you see that? 

A. In the next — 

Q. Next paragraph? 

A. Yes. 

Q. Do you agree that nicotine is a potent 
pharmacological agent? 

A. I'm way outside my area of expertise here, way 
outside. I respect Dr. Charles as a scientist. I — 
I — I think he's very good, very knowledgeable, and 
I accept this statement. Without — without 
personally knowing, I — I — I accept the 
truthfulness of that statement. 

Q. Do you believe nicotine is a drug? 

A. No, I don't. And again I'm a layman here. I — 
I think of drugs differently than I think of 
nicotine. I think of drugs as sort of two 
polarities. I think of you and I can have a headache 
and we go in and we buy a drug, and I think at the 
whole other extreme of the illegal drugs, heroin, 
marijuana, cocaine, and — and — and I — I just 
don't see cigarettes fitting in that. 

First of all, it's a legal product. The 
government deemed that it's legal, so it's outside of 
the illegal area. And — and I don't think it has 
been something you prescribe for an illness or to 
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correct a situation. So I — I don't think of it as 
a drug. I — personally I just don't think of it as 
a drug. 

Q. Okay. Let me show you a document that's not 
been previously marked. This would be — 

(Plaintiffs' Exhibit 678 was marked 
for identification.) 

BY MR. SILBERFELD: 

Q. Plaintiffs' Exhibit 678, Mr. Morgan, is a 
multi-page document Bates numbered 2023916742 through 
6776 . 

Do you recognize the document? 

A. No, I don't. 

Q. Does it look to you like a Philip Morris 
document? 

A. Yes, it does. 

Q. How can you tell that, sir? 

A. Very poor copy, but it looks like on the very 
first page there's a — at the bottom in the center 
there's sort of the ghost of a Philip Morris crest 
there. Certainly not from the second page, which I 
can't read anything. And then — 

Well okay. Top of page one, "Philip Morris 
acknowledges that smoking is a risk factor for 
certain human diseases, but we — we believe 
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consumers already are aware of the potential risks." 
So it says. 

I assume Philip Morris has put this out. 

Q. Looking through it without asking you to read 
every section of it, in looking at the — the sort of 
tabs on the side of the pages, some of that has 
writing. Does the form of this assist you in any way 
in identifying it? 

A. No, it really doesn't. 

Do you know — do you know what year this would 

be? 

Q. I believe it's 1992. 

A. Okay. Well I — I — 

Again, I was basically working on Miller Beer in 
1992, so I — 

I should be clear on that. When I was in 
corporate, I was working on Miller Beer. 

Q. Okay. 

A. Yeah, look — 

'92 looks like a good date because there's 
something referencing July '92 in here. 

No, I'm not — I'm not familiar with the 
document. 

Q. Okay. Let's talk about a subject that you do 
have considerable familiarity with, and that's 
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marketing and — and some advertising as well. 

A. Sure. 

Q. I think you said earlier that the purpose of 
advertising was not to attract new smokers? 

A. I don't believe I said that, but I do believe 
that. 

Q. Okay. Is the purpose of advertising to attract 
new smokers? 

A. No, it is not. The purpose of cigarette 
advertising is to get people either to switch to your 
brand who already smoke, or to make sure that your 
current smokers are happy with the brand that they 
smoke. 

Q. How is advertising in the years that you were 
involved in it designed, if you will, so as to 
attract only the switching smoker as opposed to a new 
smoker? How is that done? 

A. I — I — I'm going to use your word "designed" 
two ways. If it's not clear, come back at me. 

There — there are two components of advertising; 
one's the creative component, the — the message that 
you say, and the other is where it runs. Okay. I'm 
going to use "design" encompassing both those unless 
you want me to go in a different tack. 

From the design standpoint, the creative 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

101 

standpoint, I think that if you look at our cigarette 
advertising, that it is very, very much focussed at 
smokers. And I — I can take you through the brands 
and — and describe what I mean. Marlboro is all 
about taste. "Come to where the flavor is, come to 
Marlboro Country." I mean for now 34 years the 
Marlboro message has been about "Come to where the 
flavor is, come to Marlboro Country." Well I suggest 
to you that, from an advertising standpoint, talking 
about cigarette taste doesn't mean much to 
non-smokers. So I think this is a very competitive 
claim. 

In the case of Merit, for example, the current 
Merit advertising, and basically Merit since 1976 
when it was introduced talks about that Merit is a 
uniquely — is — is a brand which is uniquely easy 
to switch down the tar spectrum in because it's the 
one brand that can give you lower tar and great 
taste. Well that's smoker talk, that's not 
non-smoker talk. 

Parliament talks about the recessed filter and 
how its filter is different than other filters. Well 
that means something to a smoker. It just doesn't 
seem to me that means a lot to a non-smoker. 

I — I think as — as you go across our brands 
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1 and you go across the industry in general, I think 

2 creatively that a — a — someone who is 

3 knowledgeable in advertising would say the copy 

4 really does talk to smokers about smoking and doesn't 

5 really talk about things like the advantages of 

6 smoking, which is a classic thing, I suppose. If you 

7 were a marketer and you wanted to get non-users to 

8 use your product, you'd talk about the benefits of 

9 using this product. You don't find that in cigarette 
10 advertising. 


11 


Secondly, 

under your 

word "development" 

or 

12 

whatever it was — 




13 

Q. 

"Design" 

I believe. 




14 

A. 

"Design," 

right. 




15 


Where do 

the ads go? 

I 

think that what 

you'11 

16 

find 

is that. 

if you look 

at 

our media buys. 

that we 


17 evaluate magazines, which is our primary selective 

18 medium, we look at the percent of smokers in a 

19 magazine and we — we tend to skew our advertising 

20 in — in those areas that already have demonstrably 

21 higher levels of smokers in their circulation than — 

22 than lower levels of smokers. So all in all, I — 

23 I — I — I can just say from my experience that our 

24 practices, our programs and our practices are very, 

25 very much designed to market to smokers. 
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Now the last thing I'd say on that is not 
statistical and probably not even documentable except 
as — as my own opinion, but that is I think it's a 
business proposition, trying to grow our market share 
and make more money for the company, I personally 
believe it is infinitely easier to gain business by 
getting existing smokers of competitive brands to 
switch to your brand, infinitely easier than it is to 
get non-smokers to start to smoke. I just believe 
that. I — I — I — it's just not something that I, 
even over 30 years of continuing to market Philip 
Morris cigarettes, I really — I really don't think 
I've ever thought of programs or communications to 
get non-smokers to start smoking. It's — it's all 
about brand switching and preserving your existing 
franchise. 

Q. What are the smoker switching, if I can use that 
as a description, themes to the Virginia Slims 
advertising? 

A. Well it's — it's very product oriented that 
it's a slim cigarette. There — there are only two 
or three slim cigarettes on the market, you have 
Virginia Slims, Misty and Capri, I think, are the 
three slim cigarettes. And Virginia Slims is talking 
about the advantages of smoking a slim cigarette 
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versus a fat cigarette. I was — I was in charge of 
Virginia Slims early in its history and all the 
advertising talked about the slim — you know, the 
advantages of smoking a slim cigarette versus a fat 
cigarette. And — and we used — we made fun of fat 
cigarettes; we used to call them pickles and things 
like that, talking about that. 

So to me Virginia Slims is still about an 
alternative way to smoke, it's not about smoking or 
not smoking. 

Q. From anything you know about market research or 
market-penetration studies and so forth, do you have 
a view as to whether or not new smokers are at all 
impacted by cigarette advertising? 

A. Yeah, I do — I do have a view on that. 

Q. What is that, sir? 

A. And I — I don't want to — I want to be careful 
not to be dogmatic here because I feel — I feel very 
passionately on this subject, so — and I'll slow my 
voice down a little and try to say this very 
carefully. 

I do not want to be painted into a corner of 
saying that cigarette advertising has zero impact on 
non-smokers. I think that is just — that just 
doesn't hold up to common sense, and it's an absolute 
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statement that — that I just don't think I want to 
make. But what I do believe and I believe fervently 
is that cigarette advertising has basically — I'll 
qualify that — has basically no impact in getting 
people to smoke. I think it has significant impact 
in getting people to switch brands. It doesn't 
have — it doesn't have a huge impact, because if it 
had a huge impact, the people who spend the most 
money on advertising would be the most successful 
people, and that's not always the case. There are 
brands that spend a lot of money that aren't — 
aren't successful. 

But I — I believe that cigarette advertising is 
truly about brand switching. It's about competitive 
superiority. It's — the — it's not about getting 
people to smoke. I mean I believe that as fervently 
as I believe anything about what I've done for 30 
years. 

Q. How do new smokers pick a brand? 

A. Well my — my view is that new smokers, 
depending on their age, I think it — it might 
differ. I — I believe that older new smokers, and 
that's — that's — that's a phenomenon that most 
people don't acknowledge, but there are a lot of 
people over 35 who start smoking, I believe they 
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choose brands on price, I believe they choose brands 
based on their own perceptions of what those brands 
have been through their adult years as they've 
watched who smokes what, cigarette advertising, and I 
believe they make a value decision, more of a — sort 
of an economic value decision. 

I believe smokers 18 to 24 will tend more to 
choose a brand based on what their peers are doing, 
and I think peer influence is — is a significant 
component of brand selection. And — and the reason 
I say that is that if you look — if you look at the 
industry, there are only a handful of brands that 
have — in fact let me be specific. I believe 
that — that three brands have close to an 80 percent 
market share of smokers 18 to 24, just three brands, 
and I believe that that's a testimony to peer 
influence in that age group. And if you remember 
back — I don't want to — 

When I remember back to when I was that age — I 
was going to say something about you and I don't 
think that's very nice. When I remember back to — 
to that age, being 18 to 24, I — I remember being in 
college and being — being very influenced in terms 
of what I wore and what I did by what I thought was 
sort of my friends did and — and stuff. So I — I 
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think peer influence is a big — is — is really a 
big factor there. 

Q. Would you expect, if — if peer influence for 
new smokers in that young-person age group was a 
factor, that the new smoker's choice of brand would 
roughly mimic that company's share with existing 
smokers in the same age group? Let me give you a 
hypothetical. 

A. I think — 

Yeah, go ahead. 

Q. If Marlboro had 30 percent of the market in the 
18-to-24 age group, you would expect, would you not, 
that new smokers, if peer pressure was at work, would 
also choose Marlboro roughly a third of the time? 

A. Well yes and no. Yes, in theory; no, in the 
sense that there are also in — in all of consumer 
marketing, which I know about, maybe other forms of 
marketing, there are also — there are also counter¬ 
culture trends that go on, and there's — there's a 
point at which a brand can become so popular that the 
next generation veers away from it and — 

And what was it, Oldsmobile or someone said, 

"Not your father's — Not your grandfather's car" or 
something. I mean this awareness of the fact that if 
everybody chooses a certain product, the next 
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generation may well veer off that. So it's not 
axiomatically true that just because the 25-to-34s 
have a certain market share of a brand that the 
18-to-24s will have the same share. It just — it 
doesn't really quite happen that way. But as a 
general statement, as a general statement, I think 
your — your — your point is — or your question is 
fair or your point's fair, that a — a — a popular 
brand will be popular. 

But even in saying that, the — these brands in 
the cigarette industry all have very different market 
shares among different demographic groups, so it's 
not — it's quite a bit of difference there. 

Q. Does cigarette advertising have an impact on the 
young? 

A. Well I'll give you my same answer I gave 
before. I don't want to say it has no impact. I 
don't believe cigarette advertising causes young — 
and by — let's get — 

Let's get "young" on the table. I'm going to 
assume in my answer you're talking below legal age? 

Q. Yes. 

A. Okay. I do not believe cigarette advertising 
causes below legal age people to start smoking. I 
don't believe that. I think there is substantial 
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evidence in — in the academic community that — that 
the two most dominant factors in causing young people 
to start smoking are parental influence and peer 
influence, and — and there's very, very scant 
evidence that cigarette advertising causes people to 
start smoking. 

Q. Philip Morris does not design its advertising to 
attract under-age smokers? 

A. I will say absolutely Philip Morris does not 
design its advertising to attract under-age smokers. 
Absolutely not. 

Q. And Philip Morris does not want under-age 
smokers to smoke its cigarettes. 

A. We have said that. Now — now I'm going to 
speak for the company. Okay? And myself. As I 
said, I was going to be very direct. 

I will speak for the company now and say 
absolutely, with full assertion and authority and 
conviction, Philip Morris does not want younger 
people to smoke. And speaking personally, the last 
day that the last kid, under-age kid lights up a 
cigarette will be the happiest day in my life. 

Q. Why is that? 

A. Because I think it's wrong. I don't think that 
cigarette smoking is a kids' custom, I think it's an 
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adult decision because of the risk. And selfishly, 
as a career marketer at Philip Morris, I get hurt 
when people accuse us of marketing to kids when I 
know we haven't, and I just want the whole thing to 
stop. 

Q. You were instrumental in Action Against Access? 
A. Yes, I was. 

Q. We'll talk about that perhaps later today. 

A. Okay. 

Q. That was a program that was started in or around 
1995, as I recall? 

A. Yes, it was. 

Q. Was that your idea? 

A. No, I can't say it was my, you know, idea. I 
was — I was integrally involved in it, I was 
involved in the decision to do it, I was very much 
involved in the specifics of it and responsible for 
the execution of it. 

Q. As president and CEO, you were one of the people 
that decided to implement that program? 

A. Yes. 

Q. That program was implemented, in part at least, 
because of a belief by Philip Morris that in fact 
under-age smokers do smoke Philip Morris products. 

A. Well I believe it was — it was instituted for 
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reasons slightly different than what you said. 

Q. All right. 

A. I believe it was instituted, first of all, 
because we do know that under-age people smoke and we 
know they smoke Philip Morris products. Yes. 
Secondly, we don't believe that under-age people 
should have access to cigarettes and that they should 
not be smoking. And thirdly, part of my motivation 
was I think it's no secret that those people who are 
opposed to our business and our industry really were 
very skillful in articulating a point of view that we 
marketed to under-age kids. I mean I think we — I 
think we lost that battle. I think that people 
believe that we market to under-age kids, and I know 
we don't, and I believe that part of my motivation 
for Action Against Access was to try and say publicly 
we are against kids smoking and here are a series of 
voluntary steps that we will take to put our money 
where our mouth is, basically, and say we are not 
interested in kids smoking. 

We don't want it. It's causing us all kinds of 
problems; I mean that's pretty clear reading the 
press. It's not important to our business. It — we 
don't do — I mean we don't have the data that comes 
out of government — the government, but if you take 
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the under-age smokers who smoke, they're — they're 
incidental in numbers to our business and they're 
causing us all kinds of problems. So we — we 
announced Action Against Access, which was a 
really — in my mind a really comprehensive program 
trying to deny kids the — the access to cigarettes. 
Q. Was there my aspect of Action Against Access 
that could not have been implemented by Philip Morris 
20 years sooner? 

A. Of the — of the elements in the program that 
come right to my mind, I'd say no, they — they could 
have been implemented sooner. 

Q. And 30 years sooner? 

A. Well maybe yes, maybe no. Philip Morris was 
a — a tiny company 30 years before that, just tiny. 
It was — 

When I joined the company, I think it had a six 
percent market share. It has a 50 percent market 
share today, and a certain amount of Action Against 
Access we could do because we were the leading 
company. So I'm — 

You're making a fair point, and I may be 
quibbling over some executional details. 

Q. All right. 

A. But yeah — okay. It 30 years ago? Sure. Of 
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course we did do things 30 years ago. Wasn't called 
Action Against Access. But we created a voluntary 
cigarette advertising code that restricted the age of 
the models and media selection and everything else, 
so it's not like we haven't been doing things. 

And — and through the years you can see a whole 
variety of things that Philip Morris did to try and 
tighten up on this issue, none of which were the 
specifics of Action Against Access. 

Q. Has Action Against Access been successful? 

A. I think it's been very successful in some ways 
and less than successful in others. One of the 
things we did when we created Action Against Access 
was — and it goes back to the thing that I said 
about that we don't have much credibility — we hired 
ex-New Hampshire Senator Warren Rudman and told 
Senator Rudman we want you to monitor Action Against 
Access, we want you to look at the program, we want 
you to evaluate how we're doing and we want you to 
issue reports on it. 

He has done that. And a fair characterization 
of Senator Rudman's reports are that we did an 
excellent job, a really excellent job in implementing 
and making effective the program overall. There were 
two areas in which he found that the program was less 
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effective than — than — than the rest of the 
program. One area was in our ability to lobby states 
to pass tougher laws about kids' access and he 
thought that we could have — we could have done 
better in the area of — of being more effective 
politically. Which is an ironic charge given — or 
ironic finding given the — the fact that we're 
accused of being the best political operators in the 
country. But anyway, that was one of his findings. 

The second one was a little more troublesome to 
me, and troublesome because it's frustrating, and 
that is part of Action Against Access said that if a 
retailer was caught by the states selling cigarettes 
to under-age kids, that after a warning we would 
withhold our merchandising payments, we, Philip 
Morris, would withhold. And — and this is just 
Philip Morris, this is not an industry program. We 
would withhold our merchandising payments to that 
store. And there was a whole sequential series of 
steps. But that program was predicated on the fact 
that the states could send us or would send us a list 
of those stores that they cited and — and — and 
convicted for selling cigarettes to under-age kids. 

There are a couple of states that done it, we 
have pulled merchandising out of a number of stores, 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

115 

but on a national basis it has really not been a 
successful part of the program and we're very 
disappointed in that. And Senator Rudman's most 
recent report talks about a whole series of measures 
we might take to try and — and — and become more 
effective in that area. 

Other than those two areas, he was glowing in 
his praise of our ability to execute what we said 
we'd do. We ended up in a matter of six or eight 
weeks starting with packages, putting packages in the 
marketplace that said "Under-age Sale Prohibited" on 
the side of them. We said we would stop cigarette 
sampling because we couldn't totally control where 
those samples got to. Within a day we stopped 
cigarette sampling. And — and his report's really 
pretty positive in terms of our commitment, certainly 
positive in terms of our commitment to the program 
and generally positive in terms of the results, with 
the two exceptions that — that I mentioned. 

Q. Are you aware that the state of Minnesota has 
provided to Philip Morris a list of the retailers 
that have been fined or convicted for selling to 
under-age people? 

A. I'm — I'm not aware specifically that the state 
has. I'm aware that your Attorney General and — and 
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one of our people have been engaged in a — in a 
series of correspondence for almost a year and a 
half. And if — if the State of Minnesota has 
provided us with — with a list of convicted — 
retailers who have been convicted for selling 
cigarettes to minors, and if it's the second time, I 
believe we should and I believe we would pull our 
merchandising program out of those stores. We gave 
retailers a warning in the program. 

Q. Has any retailer, fined or convicted of selling 
to minors in the state of Minnesota, actually had 
Philip Morris merchandise removed from that 
establishment? 

A. I — I — I can't answer that "yes" or "no." I 
believe so. 

Q. How many? 

A. I do not know the number. I can get that for 
you. First of all, I can get whether it's yes. I 
believe it's yes. And if yes, I can get the number. 
Q. Are minors, that is, under-age people, of any 
interest whatsoever to Philip Morris as potential 
future smokers? 

A. We do not market to minors. We — if they're 
minors — 

Q. That really wasn't the question. 

STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

117 

A. Okay. 

Q. It was whether they were of interest. I'm sorry 
to interrupt. 

A. No, that's — that's fair. 

They are not of interest as current customers. 
They are not of interest as current customers. 

The incidence of smoking among 18 to 24 smokers 
is of interest to us, and we do look and have looked 
at public data, government data, in terms — I think 
it's the University of Michigan that publishes it — 
of what percentage of people under 18 smoke. The 
interest there is not getting them as current 
customers, the interest there to me is understanding 
what the demand — what the size of the industry is 
going to be 10 and 15 and 20 years from now and what 
our factory capacities needs to be, whether it needs 
to go up or down. But it's certainly not of any 
interest in terms of marketing to them. 

MR. SILBERFELD: Can we go off the record? 
THE REPORTER: Off the record, please. 
(Discussion off the record.) 

BY MR. SILBERFELD: 

Q. Mr. Morgan, I just want to return to your last 
answer and ask you a few questions about it. 

In terms of how and in what manner people under 
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the age of 18 may be of interest to Philip Morris, 
you told me really two things that I want to focus 
on. One is that the company looks at publicly 
available information such as the University of 
Michigan information about people under 18 or 
under-age smokers, and that the purpose in doing so 
is to try to assess perhaps demographics or numbers 
of people that are likely to become smokers or 
product users in the future. Is that the sense of 
it? 

A. The — the — the company looks at this publicly 
available information. It's in the newspapers. I 
mean it's — it's right out there. I look at — I 
look at it to try and get a feel for what tomorrow's 
18- to 24-year-old smokers size will be, and it's of 
no interest to me in terms of marketing to those 
people now, but — but clearly, I mean as a business 
person, whether you sell cigarettes or anything else, 
you want to know what the — you want to use any 
information that's publicly available to provide the 
best intelligence you can have to predict what your 
business is going to look like five, 10, 15 years 
from now because it takes a long time to build 
factories and get ready for market size, whatever it 
is. So it's just a piece of intelligence. It's 
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not — doesn't relate to current planning at all. 

Q. Has Philip Morris ever relied on any information 
other than publicly available information about the 
under-age smoking population? 

A. Yes, it has. 

Q. What? 

A. There is a document that I'm familiar with, I 
forget the year, I'm going to say it was the early 
'70s, that I've seen as part of these depositions 
where, in my judgment as — as an anomaly, Philip 
Morris actually engaged a company, and the company, 
amongst — in addition to studing 18-year-olds and 
up, actually did research among under 18-year-old 
people. 

Q. What company was that? 

A. The Roper Organization. 

Q. Other than the publicly available information 

from the University of Michigan and the Roper 
Organization study that you've mentioned, has Philip 
Morris at any time to your knowledge relied on any 
other non-public information about under-age 
smokers? 

MR. WEBB: Well I'm going to object to the 
form of the question as to no timeframe. Object to 
the form of the question. 
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MR. SILBERFELD: At any time. 

A. Not that I'm aware with — of. I — I don't 
recall seeing any documents or knowing any projects 
that I can think of that — that — other than that 
one Roper study, which, as I said, is an anomaly and 
I'm frankly embarrassed by. 

Q. Why? 

A. Well we shouldn't have done that. We just 
shouldn't have done that. And we did. And we're not 
perfect. And I can't say it any simpler than that. 

We just shouldn't have done that. 

Q. In the — go ahead. 

A. But I'm not — I'm not aware of any other 
efforts beyond that. I'm — I'm just not. 

Q. If there were other examples where the company 
either directly or through others looked at the 
phenomenon of under-age smokers, you would agree with 
me that that would make the Roper work no longer just 
an anomaly. 

A. Well know, I — I wouldn't agree with that. I'd 
say there were a couple of anomalies. As I — 

You know, I've been there 30 years. I know we 
don't market to kids. I know personally that in — 
in all my years in that company that — that I never 
remember being in a meeting or a discussion or — 
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or — or having a program or a strategy ever that 
related to marketing to kids. So — so to the degree 
there — there's something beyond the Roper report 
that I'm not aware of that involves under-18 smokers, 
I'd still call it an anomaly because it's — it's 
just not relevant to what we did. And it's certainly 
not — it's not a pattern over the 30 years I have 
been involved to — to even look at that. And if 
there's something beyond the Roper report, if there 
is, but I — I would still think it's an anomaly and 
not a practice. 

Q. And to the extent that the company looks at 
under-age smokers, it only looks at under-age smokers 
with one thought in mind, and that is what will the 
size of the 18-and-over market be when those 
individuals hit 18; is that true? 

A. No, that's — that's what I said I look at it 
for. To the degree that, for example, the University 
of Michigan might publish brand shares among under-18 
smokers or the National Institutes of Health or 
the — whatever publishes brand shares, I'd look at 
that too and — and understand what the implications 
were, not just for the industry but for Philip 
Morris. I said that what we do it for is trying to 
determine the size of the industry. And — and — 
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1 and — and in terms of production planning — 

2 Well, our share of whatever that is and its 

3 implications for the future also would impact 

4 production planning, maybe even more than the size of 

5 the industry would. 

6 Q. Okay. Let me have this marked as next in 

7 order. It is a multi-page document that bears Bates 

8 number 2048677983 through 2048678044. 

9 (Plaintiffs' Exhibit 679 was marked 

10 for identification.) 

11 BY MR. SILBERFELD: 

12 Q. Do you recognize the document, sir? 

13 A. No, not really. I just remind you, I wasn't 

14 with the company in 1989. Or I was with the company, 

15 I was in corporate. 

16 Q. Working on Miller Beer? 

17 A. Not in '89. In '89 I was actually working for 

18 the Food Division. I — I did a lot of different 

19 things in those couple of years. 

20 Q. Are you familiar with a company called Leo 

21 Burnett U.S.A.? 


22 

A. 

I certainly 

am. 




23 

Q. 

And what is 

the 

business 

of Leo 

Burnett U.S.A.? 

24 

A. 

Leo Burnett 

has 

been the 

Philip 

Morris U.S.A. or 


25 Incorporated's principal advertising agency since 
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1 1954. 

2 Q. It appears from the face of the document that 

3 that entity's research department prepared the report 

4 for Philip Morris in or about 1989. Would you agree 

5 with that? 

6 A. Yes. 

7 Q. And this report is an in-depth look at the young 

8 adult smoker target. Do you see that, sir, on the 

9 title page? 

10 A. Yes, I do. 

11 Q. What does the word "target" mean, if it has a 

12 term-of-art meaning? 

13 A. In marketing it means a particular group that 

14 you're looking at or studying or marketing to. 

15 Doesn't mean exclusively, but it just means it's a — 

16 it's of special interest. 

17 Q. If I could direct you by Bates number, Mr. 

18 Morgan, to take a look at page — the last numbers 

19 are 994. 

20 A. Got it. 

21 Q. That's titled "A LOOK AT OUR U.S. TARGET." Do 

22 you see that, sir? 

23 A. Uh-huh. 

24 Q. Yes? 

25 A. Yes, I do. 
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Q. The second bullet point there says, "FIRST, THEY 
ARE A, quote, MOVING TARGET, close quote, IN 
TRANSITION FROM ADOLESCENCE TO YOUNG ADULTHOOD." 

As those terms are used, what does "adolescence" 
refer to, what age group? 

A. I — I have no idea. 

Q. As you use the term, what does it refer to? 

A. As I would use the term here, as I would read 

this? 

Q. Adolescence, yes. 

A. I — I — I would — 

In the context of our discussion today, I would 
read it as below legal age. 

Q. And young adulthood is somebody over the legal 
age and — 

A. Yeah. 

Q. — for a few years thereafter? 

A. I mean as I got to your page, I — I — I went 

past and — and it's clear that young adults are 18 

to 21 or 18 to 24 the way it's used there, and I 
agree with that. When I say young adults, I mean 18 
and up. So I — adolescence is below 18. 

Q. In the context of this page that I've directed 

you to, would you say that people moving from 
adolescence are part of the Philip Morris U.S. 
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target? 

A. Absolutely not. I think that this document is 
referring to the target of being 18- to 
24-year-olds. That's what it says up front several 
pages about that. Certainly okay to look at 18- to 
24-year-olds. And I think this is a comment about 
that 18- to 24-year-olds, if you really want to 
understand them, you got to look at them from 
understanding them, it says, to get — "IN ORDER TO 
REALLY TO GET TO KNOW THE TARGET," 18- to 
24-year-olds, you "NEED TO UNDERSTAND THE UNIQUE 
STAGE IN LIFE," and it "PROVIDES IMPORTANT CONTEXT 
FOR FINDINGS. 

"FIRST, THEY," the 18 to 24s, "ARE A 'MOVING' 
TARGET, IN TRANSITION FROM ADOLESCENCE TO YOUNG 
ADULTHOOD." Or "they" being some nebulous group 
there. And I read this as saying if you want to 
understand 18- to 24-year-olds, you need to 
understand where they came from. Has nothing in my 
mind to do with cigarette marketing at all, it has to 
do with understanding 18- to 24-year-olds. 

Q. For purposes of advertising or marketing, is 
there a similarity between the outlook or the sort of 
mindset of an 18- to 24-year-old versus a 16- to an 
18-year-old? 
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A. I've been asked that question before, and — 

Q. Well you're being asked again. 

A. Yeah. I don't want — I don't want to come 
across as too absolute again because we're — believe 
me, you have your profession, I have mine, and the — 
the truths — the absolute truths in marketing are 
usually shades of — of grey. 

I believe there is a difference between 16- to 
18-year-olds and 18- to 20-year-olds in their outlook 
and in the way they're marketed to, and the reason I 
believe that is that to me 18 is a real turning 
point. Society recognizes that. It's — it's — 
it's the year in which you can choose to buy 
cigarettes legally, it's the year — it used to be 
the year you could choose to drink, I think it's 21 
now. It's the year you can serve your country in the 
Armed Forces. For many people it's the year you go 
to college and it's the first time away from home. 

It — it — it — eighteen is a defining point. And 
so if you look at marketing, and I don't know what's 
a good analogy there, but maybe sneakers, maybe not. 

I don't know. People — 

Marketers who try and market to below- 
18-year-old people generally run advertising and 
programs that look quite different from people who 
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1 are marketing to above-18-year-olds. General 

2 conclusion; I — I don't want to be absolute on 

3 that. 

4 Q. Take a look, if you would, at the page that ends 

5 with the four numbers 8033 in Exhibit 679. Do you 

6 see that page, sir? 


7 

A. 

Yes, I do. I'm sorry. 



8 

Q. 

Under the heading 

of "REACTIONS TO 

MOVIES," 

this 

9 

report — I'm sorry. 




10 

A. 

Lost — 




11 

Q. 

Lost the page. 




12 

A. 

— I think. 




13 

Q. 

Under the heading 

"FOR ADDITIONAL 

INSIGHTS" 

it 

14 

says, 

quote, "WE REVIEWED PREVIOUS RESEARCH ON 


15 

SIMILAR TARGET." Do you see that, sir? 



16 

A. 

Uh-huh. 




17 


THE REPORTER: 

Your answer? 



18 


THE WITNESS: 

Yes . 



19 

Q. 

Do you know what. 

from the context 

of the page. 

20 

what 

the similar target 

is that's being 

referred 

to 

21 

here? 





22 

A. 

Well again I assume that it — the 

headline 

says 

23 

"YOUNG ADULT SMOKER TARGET" of the whole study. 

the 

24 

first 

page you pointed 

me to. Every time the word 

25 

"target" is used, I am 

— I am assuming 

that — 

that 
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1 what is referred to is the 18- to 24-year market, 

2 which is a very important market. 

3 Q. On this page at the top it says, "WE REVIEWED 

4 PREVIOUS RESEARCH ON A SIMILAR TARGET," and then 

5 there's a footnote at the bottom about two studies. 

6 Do you see that? 

7 A. Yes, I do. 

8 Q. A 1982 study called "They Are Us: An 

9 exploration of Teens in the '80s." 


10 

A. 

Yes . 


11 

Q. 

In advertising 

parlance, does "teens" refer to a 

12 

specific age group? 


13 

A. 

No, it doesn't 

• 

14 

Q. 

What age group 

do you believe it refers to? 

15 


MR. WEBB: 

I'm going to object to the form 

16 

of the question. 


17 

A. 

I — I can't - 

- I can't tell from that. I — I 

18 

just 

don't know. 


19 

Q. 

Might include 

people over 18 because they're 

20 

still teens; right? 


21 

A. 

Yeah, that's - 

- that's one of the problems with 

22 

the 

word "teens." 

And it might include people under 

23 

18 . 



24 

Q. 

Down to 13. 


25 

A. 

Down to 13. 
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Q. What about the 1987 study, "Tweens and Teens 
Talk about Advertising," are you familiar with that 
study at all? 

A. No. 

Q. Do you know if that study was done by the 
Burnett organization for Philip Morris? 

A. I do not know. 

Q. How about the 1982 study, "An Exploration of 
Teens in the '80s," was that done by the Burnett 
organization for Philip Morris? 

A. I don't remember, but — but that is a reference 
with an asterisk which says two earlier agency 
studies, so I think it would be fair to conclude that 
it was conducted by Leo Burnett. I don't think you 
can conclude it was conducted for Philip Morris. 
Burnett's a big agency and they may do just sort of 
macro studies that don't involve a specific client. 

Q. Do they represent to do work for any other 
tobacco company other than Philip Morris? 

A. No, they do not that I'm aware of. 

Q. Let me ask you to turn to a page about — 
exactly 10 ahead of that one, it ends in 8023. Do 
you have that, sir? 

A. Yes, I do. 

Q. In this section of the report talking about the 
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target audience, the 18- to 21-year-old smokers being 
concerned about world issues, that's what the 
previous pages talk about, and then this page says, 
quote, "INTEREST IN THESE WORLD ISSUES SUGGESTS THAT 
THE TARGET HAS A BROAD GLOBAL OUTLOOK" and refers 
there to corroborative support from another study. 

Do you see that? 

A. I do see that. 

Q. Referring to a study of 6,000 teens aged 14 to 
18 . 

A. I do see that, right. 

Q. Including the U.S.? 

A. Yes. And I read that the same way I read the 
earlier example, which is that what they're doing is 
they're looking at a target which is 18 to 24 and 
saying that if you want to understand the target, you 
not only have to look at those people but you have to 
look at where they came from, which seems reasonable 
to me. It does not infer that — that that — that 
the 14 to 18 is the target. The — it says — 

The document says "YOUNG ADULT SMOKER TARGET," 
and I know that Philip Morris lingo, and "young adult 
smoker" means 18 to 24. 

Q. Does that reference on that page suggest to you 
that Philip Morris, by having this report done, 
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assuming that it was authorized to be done, is 
interested in something more about smokers under 18 
than sheer numbers of them for purposes of planning, 
volume, and production? 

A. No, I think your question assumes something 
that's not in the document, which is that you said 
interested in young smokers. This doesn't say 
anything about smokers, it just says independent 
study conducted among 6,000 teens age 14 to 18 in ten 
countries on their knowledge of technology and 
science and concern for others. It — I — I don't 
know how you conclude that this has anything to do 
with smoking or smokers under 18. 

Q. Okay. Fair enough. 

Can we have marked as next in order a multi-page 
document, it bears Bates number 1005040495 through 
1005040515. 

(Plaintiffs' Exhibit 680 was marked 
for identification.) 

BY MR. SILBERFELD: 

Q. Just from a quick look, Mr. Morgan, have you 
ever seen that document before? 

A. No, I haven't. 

Q. Let me go through it with you in the interest of 
time. 
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The title is "TEEN-AGE CIGARETTE PURCHASING AND 
SMOKING HABITS IN THE U.S.A.," and it bears a date of 
1963. You see that on the cover? 

A. I do. 

Q. Are you familiar with Gilbert Youth Research? 

A. No, I'm not. 

Q. The company apparently who did the work. 

Let me refer you to the third page of the 
document. There's a cover letter there. Do you see 
that, sir? 

A. The letter from Mr. Gilbert to Louis J. Risman? 
Q. Yes. 

A. Yeah. Yes. 

Q. Essentially that is a letter of transmittal from 
Gilbert to Risman at the National Automatic 
Merchandising Association. Do you see that, sir? 

A. Yes, I do. 

Q. You are familiar with that organization? 

A. I believe that's the national — national 
association of vending machine operators. 

Q. Did Philip Morris at any time in the last 30 
years have a relationship with the National Automatic 
Merchandising Association? 

A. Sure. 

Q. What's the nature of that relationship? 
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A. Well, it would be the same kind of relationship 
that we had with the convenience store operators or 
the supermarket industry or, today, the price-club 
industry. It was a — and back in '63 it was a 
fairly significant part of the cigarette industry. 

I — I forget the exact number, but I think vending 
may have been 12 or 15 percent of the industry sales 
back in the early '60s. It's a — I think it's 
only — it's less than two percent today. 

But Philip Morris would have participated in 
conventions, NAMA I think the name — NAMA, yeah, 

NAMA conventions, and would have tried to cultivate 
relationships with the association and its 
memberships as important customers. 

Q. If you would turn over two pages to the page 
titled "OBJECTIVES OF THE STUDY." Do you see that? 

A. Yes, I do. 

Q. It says that the objectives of this study 
performed by Gilbert Youth Research, apparently for 
the National Association — National Automatic 
Merchandising Association, was "To determine the 
extent of smoking among young people 13 through 18 
years old." Do you see that? 

A. Yes, I do. 

Q. "To establish the volume of cigarettes smoked by 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

134 

teenagers." Do you see that? 

A. Yes, I do. 

Q. "To discover where young people obtain 

cigarettes they smoke." Do you see that? 

A. Yes. 

Q. "To measure the extent to which minors purchase 
their cigarettes from vending machines." Do you see 
that? 

A. I sure do. 

Q. And lastly, "To search for possible factors 
which motivate teenagers to smoke (such as parental 
smoking and others)." Do you see that? 

A. Yes, I do. 

Q. Are any of those five topics that I just read to 
you topics that were of interest to Philip Morris? 

A. In 1963? 

Q. Yes, sir. 

A. I have absolutely no way of knowing. I joined 
the company in June of that year. 

Q. At any time since 1963, would any of these 
topics have been of interest to Philip Morris in 
terms of its cigarette products? 

A. Well let me answer that personally, if I may, 
and go through them one at a time for you. 

Q. Go right ahead. 

STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|])Q5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

135 

A. "To determine the extent of smoking among young 
people 13 through 18." I've answer that personally 
by saying I think you'd find me surprisingly unaware 
of those numbers. I know they exist; they're 
published, the government publishes them. I — I 
don't think I could tell you within 10 percentage 
points of — of the right number. I really don't pay 
much attention to it. 

"To establish the volume of cigarettes smoked 
by teenagers." I had absolutely no idea what that 
number may or may not be. I still don't. I can — I 
can guess at it only because it's become an issue in 
these depositions, but it's not a number that I would 
be aware of. 

"To discover where young people obtain the 
cigarettes they smoke." I'm generally more aware of 
that because of the Action Against Access program 
that you talked about and — and — and trying to 
figure out how to — my company could be effective in 
a program of really trying to curtail youth access to 
cigarettes, so that one I sort of know the answer to 
better than the others. 

"To measure the extent to which minors purchase 
their cigarettes from vending machines." I don't 
have any real idea of that. I — I think common 
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knowledge is that — that — that a lot of people 
think that unsupervised vending machines are a major 
source of — of under-age purchase of cigarettes. 
That's one of the reasons why on Action Against 
Access that issue is addressed. And then in the 
subsequent legislative proposal Philip Morris 
actually as an individual company, at some risk to 
our business, proposed that cigarette vending 
machines be outlawed. 

The next point, "To search for possible factors 
which motivate teenagers to smoke (such as parental 
smoking and others)." I haven't studied that. I'm 
generally aware of it and that — on that basis is 
why I say that — that parental smoking and peer 
pressure and peer influence are the two major 
causes. And I'm — I'm sort of aware of the general 
literature. 

I think in summary, if you take those five 
points, I — I think it's fair to say I've not been 
interested in this subject and I certainly haven't 
studied it. 

Q. As a strategic matter, do you believe Philip 
Morris would be interested in the answers to these 
questions about the age group 13- to 18-year-old male 
and females? 
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A. No. As a strategic matter, as — as a strategic 
matter, I'm not interested in it. And — and let me 
take a minute and say why. And — and this may not 
be apparent — clearly apparent logic. 

On one hand I — I did say and — and I do feel 
that — that if you're going to plan your business 
for the next five, 10, 15, 20 years, the incidence of 
smoking among all age groups is an important 
component in — in projecting the industry size, et 
cetera. Strategically, for my company, the best 
thing that could happen to my company is not have 
kids smoke. By far and away, by — by — by a 
million miles, the best thing would be not to have 
kids smoke. 

Now why do I say that? The reason I say that is 
we are paying a tremendous price today for kids 
smoking, we, a company. We don't sell to them. 
Retailers sell. I say we don't market to them. But 
kids smoke, and the public is ascribing the 
responsibility of kids smoking to us and we are 
paying a huge price for that. Our shareholders are 
paying a huge price for that. Read any stock 
analyst's report and you'll understand the degree to 
which tobacco stocks are depressed by this whole 
controversy. There — 
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You could have a hundred percent of kids 13 to 
18 smoking in this country, and the profits from that 
wouldn't even come close to matching the depression 
in the stock because of the fact we're accused of 
marketing to kids. So I say it — that the strategic 
interest of my company is to stop kids 13 to 18 from 
smoking, to stop them, and let them make the decision 
when they become adults if they want to smoke or 
not. That's — that's plenty good for me. That's 
what I want. I want them to make a decision when 
they're 18. 

And I think that smoking has been around for 400 
years. I think it's been known for a good part of 
that time, all the way back to King James in England, 
that smoking cigarettes is a risky activity. It's 
become increasingly well known to the point that 
everybody, I think it's fair to say — exaggerated — 
a vast majority of people assume that if you smoke, 
you're going to get sick from it. Let them make a 
decision when they're 18 and I'll take my chances as 
a businessman that if they wait until 18 to make a 
decision to smoke. I'll take my chances that we have 
a viable business and we won't have all this stuff 
we're going through about people accusing us of 
marketing to kids. 
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So I say strategically I come out exactly 
opposite of you. I think the soundest strategic 
thing for my company is to get rid of youth smoking. 

Sorry for the long-winded answer. 

Q. As a matter of business ethics, you wouldn't 
want under-age people to smoke; would you? 

A. As a matter of principle I do not want kids to 
smoke. And as I said earlier, the happiest day in my 
life will be when the last one lights up. 

We don't need them. We don't want them. And 
it's hurting us. 

Q. Has Philip Morris ever participated in a study, 
such as the one before you, of under-age smokers to 
determine what their habits are and their cigarette 
purchasing methods are? 

A. Well this doesn't say Philip Morris participated 
in this. You may have some information that the 
company did or did not. I — I — I do know that we 
have studied public data with regard to under-age 
smoking published by the National Institutes of 
Health or University of Michigan. I have said that 
there is a Roper report which — 

Q. Right. 

A. — I'm very embarrassed by, wish we hadn't done 
it. 
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Has Philip Morris ever studied it? There may 
be — there may be isolated other examples, but as a 
matter of practice and as a matter of policy, I — I 
feel very comfortable saying that as long as I've 
been involved in — in the most general sense as a 
matter of practice and policy, we have looked at 
people 18 and above. 

Q. Does the name James Bowling, B-o-l-i-n-g, mean 
anything to you? 

A. B-o-w-l-i-n-g. 

Q. Was there someone in the '60s at Philip Morris 
by the name of James Bowling? 

A. Yes. Yes, there was. 

Q. And who was James Bowling? 

A. James Bowling — boy. Well he retired as the 
executive vice-president of public affairs. He 
actually passed away a couple of weeks ago. In the 
'60s, I'm not sure what he — what — what his 
position was, but he — he — he had been with the 
company for — since the '50s, I think. 

Q. Let me have marked as next in order a document 
that bears Bates number 2041761791. Consists of a 
single page. 

(Plaintiffs' Exhibit 681 was marked 
for identification.) 
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MR. WEBB: Do you have another copy of 

that? 

MR. SILBERFELD: Oh, I'm sorry. 

MR. WEBB: That's okay. 

(Document handed to Mr. Webb.) 

MR. WEBB: Thank you. 

MR. SILBERFELD: I keep forgetting you guys 

are here. 

BY MR. SILBERFELD: 

Q. Do you recognize the document, sir? 

A. I see I was copied on it. Yes. 

Q. It is a — an interoffice memo dated May 18th, 
1973. And I can't really make out the — the "To:" 
line. Does it say "See Distribution?" 

A. Yeah. 

Q. And that would — 

A. Yes. 

Q. That would mean that the people listed as the 
cc's at the bottom would have received it? 

A. They would have been sent it. Yeah. Yes. 

Q. If the mail room worked properly, it was — 

A. Yes. 

Q. — was sent. 

And it was written by N. Holbert? 

A. Neil Holbert. 
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1 Q. And who was Mr. Holbert as of May of 1973? 

2 A. He was in the marketing research department. 

3 Q. From which this memo originated. 

4 A. That is correct. 

5 Q. All right. It references a 1973 study by 

6 Opinion Research Corporation. Do you see that? 

7 A. Yes. 

8 Q. What was Opinion Research Corporation's 

9 relationship, if any, with Philip Morris at that 


10 

time? 


11 

A. 

I — I assume they were an outside 

contractor 

12 

who 

did interviewing. 


13 

Q. 

And apparently the study that was 

done looked at 

14 

two 

age groups, 18-and-over and below-18? 

15 

A. 

Yeah, I — I — I — it looks that 

way. I'm a 

16 

little confused by the language. 


17 

Q. 

What's confusing to you? 


18 

A. 

It asks two questions — 


19 


Okay. Yeah. 


20 

Q. 

The study looked at people 18-and- 

over, about 

21 

2,000 of them, — 


22 

A. 

Right. 


23 

Q. 

— and asked them two questions. 

"Do you smoke 

24 

cigarettes," — 


25 

A. 

Right. 
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1 Q. — "that is, at least a pack a week?" And if 

2 the answer to that question was yes, "About how many 

3 do you usually smoke per day now?" 

4 A. Right. 

5 Q. And then those same questions were posed to 452 

6 teenagers age 12 to 17. 


7 

A. 

Yes. 



8 

Q. 

And the results are reported in 

the box. 

9 

A. 

Yes. 



10 

Q. 

And the results for the 12-to-17 

age 

group are 

11 

that 

14 percent of the males smoke. 

Am I 

reading 

12 

that 

correctly? 



13 

A. 

I read it that way. 



14 

Q. 

Thirteen percent of the females. 



15 

A. 

I read it that way. 



16 

Q. 

And that of that same age group. 

they 

smoke on 

17 

average 10 to 11 cigarettes a day. 



18 

A. 

Yes. 



19 

Q. 

Twelve for the males, nine for the girls. 

20 

A. 

Uh-huh. 



21 

Q. 

Right? 



22 

A. 

Yes . 



23 

Q. 

And then the memo concludes that 

"The 

data from 

24 

the 

study are consonant with the findings 

of other 

25 

such 

products, both at Philip Morris 

and without." 
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1 

A. 

Right. 


2 

Q. 

Was this a study of the smoking habits 

of 12- to 

3 

17- 

year-olds? 


4 

A. 

It looks like it was. 


5 

Q. 

Is this another anomaly? 


6 

A. 

Yes, it is. 


7 

Q. 

First time you've seen this, today? 


8 

A. 

Yes. 


9 


I would — I would consider that to be 

another 

10 

anomaly. What — it — it — it seems to me 

it's in 

11 

the 

same timeframe as that Roper report. 


12 

Q. 

Well we'll get to Roper in a little bit 

• 

13 

A. 

All right. I — I consider it to be an 



14 anomaly. I'm sorry we did it. I think it's — it 

15 was not the right thing to do. But I also believe 

16 that we've provided your state with six million pages 

17 of documents, and I consider to be — this to be an 

18 anomaly because I — I feel fairly certain that every 

19 example like this would be on the table today. 

20 Looks like it did happen, but I still, in the 

21 context — both in the — in the context of the 

22 research — market research we did, I consider it an 

23 anomaly, and I consider it, without being 

24 disrespectful to the document or to you or to anybody 

25 else, I consider it to be really — certainly not as 
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1 a lawyer, I consider it to be irrelevant to our 

2 practices because we don't market to youth. And so 

3 this is information that led to no action, and so 

4 it's easy for me to say it was an anomaly. We can 

5 argue about the statistics of the anomaly, but it 

6 just — it's not relevant to what I know we did. And 

7 I — I mean I've been a marketer in that company for 

8 a long time. 


9 

Q. 

Who are the 13 people that received 

this? 

I 

10 

don ' t 

. mean by name but by department. 



11 

A. 

Okay. 



12 

Q. 

Who — who are they? 



13 

A. 

Grant me the liberty of not hitting 

their 

titles 

14 

in 1973 at the right time. 



15 

Q. 

Just give me the departments. 



16 

A. 

Okay. Claude Beck would have been 

in the 

media 

17 

department, department that — 



18 

Q. 

Uh-huh. 



19 

A. 

— buys the advertising. Max Berkowitz was at 

20 

that 

point probably — 




21 Let me just check some other names here because 

22 maybe I can — 

23 Max Berkowitz was probably assistant head of 

24 marketing and sales. Bob Cremin would have been at 

25 that point — oh, boy. Bob Cremin would have either 
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been director of brand management, my boss, or I 
would have been director of brand management and he 
would have been moved over to sales. That happened 
sometime in that period. But he was sales or in 
marketing. Okay. Bob Fitzmaurice was the Marlboro 
brand manager. Which now clarifies what I was 
talking about. I think that — that Bob was the — 
the Marlboro brand manager. Bob Cremin would have 
been head of sales with Fitzmaurice on this list. 

John Granville would have been a brand manager. 
Dick Gums would have been a brand manager, Tom Keim 
would have been a brand manager. Tom Landry would 
have been my boss, he would have been head of 
marketing and sales. Allen Levine would have been a 
brand manager. Ellen Merlo would have been in the 
brand group. Russ Millhiser was president of the 
company at that point. Jim Morgan you know. And Jim 
Thompson would have been in the media department. 

Q. Okay. 

A. Okay? 

Q. Yes. Thank you. 

As you look at this document, directly above the 
box where it refers to "other such studies both at 
Philip Morris and without." 

A. Uh-huh. 
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Q. What other studies, other than perhaps the Roper 
study, does this refer to? 

A. I have no idea. As I said, I — I wasn't really 
aware of this study. I was aware of the Roper 
study. And as I said, I — I truly believe that if 
you're talking as a matter of practice, we did not 
look at the under-age market, even though I'm holding 
a document in my hand which says it did, and I — I 
know there's a Roper study, I just say as a matter of 
practice we did not look at the under-age market. 

And — and we certainly didn't look at it as a matter 
of practice in terms of initiating our own studies. 

I think there's a group of people who probably looked 
at public information. 

Q. Well would you agree with me that the work done 
by Opinion Research Corporation in this study was 
proprietary in nature; that is, done for Philip 
Morris? 

A. Yes, I would. 

Q. So that if somebody went to their public library 
or if there was such a thing as an Internet in 1973, 
they wouldn't have been able to find this 
information; true? 

A. I believe that's an accurate statement. 

THE WITNESS: Can we take a break? 
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1 MR. SILBERFELD: Oh, sure. 

2 THE WITNESS: Just two minutes. 

3 MR. SILBERFELD: Yeah. 

4 THE WITNESS: Thanks. 

5 THE REPORTER: Off the record. 

6 (Recess taken.) 

7 BY MR. SILBERFELD: 

8 Q. Referring back for a moment, Mr. Morgan, to 

9 Exhibit 681, from the distribution of this memo about 


10 

the 

12- to 

ly-year-old smoking study — smokers 


11 

study, would you agree — agree with me, rather. 

that 

12 

this study 

had some significant importance at Philip 

13 

Morris by reason of the number of people that 


14 

received it 

or were sent it? 


15 

A. 

No, I 

— I wouldn't draw that conclusion. 

This 

16 

is 

to me just a standard distribution. 


17 

Q. 

Including the president of the company? 


18 

A. 

Yeah. 

Yeah. 


19 

Q. 

Okay. 

Let me show you next what's been 


20 

previously 

marked as Plaintiffs' 275. Bates number 

21 

is 

2026234664 through 4669. 


22 

A. 

Okay. 



23 

Q. 

Do you 

recognize the document? 


24 

A. 

No, I 

don't. 


25 

Q. 

Do you 

see the sort of legend across the 
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bottom? It — it appears to be Roper Research 
Associates letterhead? 

A. Yes. 

Q. And it is a memo dated June 12, 1970 to Steve 
Fountaine. Do you see that? 

A. Yes. 

Q. And do you know who Mr. Fountaine was in June of 
1970? 

A. My guess is he would have been heading the 
marketing research department at that point. 

Q. Of Philip Morris. 

A. Of Philip Morris U.S.A. 

Q. The — the domestic — 

A. The domestic cigarette company, now known as 
Inc. 

Q. The tobacco business. 

And do you know who Shirley Wilkins and Bud 
Roper were? 

A. Yes, I do. 

Q. Who are they? 

A. Bud Roper was the principal of Roper Research, 
and Shirley Wilkins was working for Roper. 

Q. In summary, it appears that this memo is, in a 
manner of speaking, a proposal for some further 
work. Is that a fair characterization of it? 
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A. It's — it's a proposal from Roper to Fountaine 
for some further work, yes. 

Q. Further work incident to the 1970 Benchmark 
Study that's referenced in the first two lines? 

A. Yes. 

Q. What is the 1970 Benchmark Study? 

A. I do not know. I assume that it is a — a — 
Since it's Roper — well I shouldn't even make 
that assumption that Roper did the Benchmark Study. 

My — my best guess is that it — that the 1970 
Benchmark Study would be a study of smoker shares. 

Q. Did Philip Morris commission studies of smoker 
shares on an annual basis, or every five years or two 
years, or in some interval? 

A. On some interval. I'm — I'm — I'm hesitating 
because I'm — I'm sort of thinking it was every two 
years and not annually, but it was — 

Yes, it was — it was on intervals. My — my 
guess is two years. I don't think it was annual. 

Q. And what was the purpose of the benchmark 
studies overall? 

A. To get demographics of cigarette smoking. You 
can't — you can't get demographics from sales data. 

I mean at the end of the week you ship a number of 
cigarettes, you have no idea what the demographics 
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1 are, and so you do what we now call tracking studies 

2 or back then benchmark studies, and the purpose is to 

3 get the demographic profiles of brands and also to 

4 get switching patterns. Those studies are loaded 

5 with, you know, what percentage of Marlboro smokers 

6 switch to Kool and what percentage of Winston smokers 

7 switch to Marlboro. Lot of switching data in there. 

8 Q. And was it the Roper Organization in the 

9 timeframe of this memo, 1970 or thereabouts, that did 


10 

that 

work for Philip Morris? 



11 

A. 

Yeah, I think — 



12 


Yes. Yes. 



13 

Q. 

Did anyone else perform benchmark 

studies 

or 

14 

tracking studies for Philip Morris other than : 

Roper? 

15 

A. 

To the best of my knowledge and - 

- and memory. 

16 

Roper was — was by far the primary contractor 

on 

17 

that. 




18 

Q. 

For what period of time? 



19 

A. 

Hmm. 1960 to today. 



20 

Q. 

Do you know if Roper does similar 

work; that is 

21 

benchmark studies or tracking studies. 

for any 

other 

22 

cigarette maker other than Philip Morris? 


23 

A. 

I don't know that. I doubt that 

they would. 

24 

Q. 

In the first paragraph of Exhibit 

275, 


25 

apparently Mr. Cullman questioned the 

Marlboro 

share 
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in the Benchmark Study, and the effort of the balance 
of the memo was to try to explain why the share was 
what it was as expressed in this study. Is that a 
fair characterization? 

A. As — as I glanced at it, that's a fair 
characterization, sure. 

Q. And apparently the low-number share which Mr. 
Cullman was concerned about had to do with the fact 
that three groups were missed in the survey performed 
by Roper; true? 

A. Yeah. It says that — that Roper says, I'm 
reading the words, that the — the discrepancy was 
"due to the fact that Marlboro has such a high 
percentage of its smokers among the types of young 
people our survey misses of necessity (on campus 
college students, those in the military and those 
under 18 years of age)." Which — which I read, 
obviously, to support my contention earlier that — 
that as a practice we did not look at people under 18 
years of age. He's saying that the reason that — 
that the Benchmark Study shows a lower share is that 
he is not allowed — "misses — misses of necessity," 
that as a practice we don't talk to college students, 
those in the military, and those under 18 years of 
age, and that Marlboro's high share among that group 
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would account for the difference between the low 
share in the Benchmark Study and the statistical 
share you — you know you have as a percent of 
industry shipments. 

Q. And so part of the purpose of this memo was to 
try to allay Mr. Cullman's concerns by looking at 
those age groups — 

A. I think — 

Q. — and — 

A. Well I think the purpose of the memo was Mr. 
Roper proposing that he could validate that 
assumption by doing a series of studies among those 
people who — who by necessity or by rule or by 
practice he wasn't allowed to talk to in the 
Benchmark Study. 

Q. And on the second page and over on to the third 
page he suggests "To get a reading on the smoker 
percentage and Marlboro share among teen-agers not 
covered in the Benchmark Study we recommend 
interviewing young people," 14 to 17 years old. 

A. He — 

That is correct. He recommends that because he 
wasn't allowed to do it as a matter of practice. 

Q. Do you know if he did it? 

A. I do not know if he did it. This is a proposal, 
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and I don't know whether it was ever done. 

Q. That proposal would be utterly inconsistent with 
what you believe the company's policy was and should 
be. 

A. It's inconsistent with what I believe our 
practices were, and I think this document validates 
that with Mr. Roper saying that he's not been allowed 
to survey that age group and requesting — or making 
a proposal that if Mr. Cullman — if the gap that Mr. 
Cullman identified needed to be statistically 
resolved in terms of data, that Mr. Roper would have 
to go to the below-18 college and military markets in 
order to get a feel for the level of business that 
Marlboro might have there in order for him to 
rationalize the 6.4 percent share in the benchmark to 
the nine to 10 percent marketplace share. 

Again, I take heart in the fact that — that 
it's a clear acknowledgment that he hadn't been 
allowed to do that. It is a request to do it. 

And — and as I said, I don't know whether it was 
ever done or not. 

Q. Next let me have marked as next in order a 
multi-page document bearing Bates number 1003287418 
to 7439. 

(Plaintiffs' Exhibit 682 was 
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1 marked for identification.) 

2 BY MR. SILBERFELD: 

3 Q. Do you recognize this document, sir? 

4 A. No, I can't say that I do. 

5 Q. Does it appear to you from the cover to be an 

6 internal Philip Morris document from marketing 

7 research? 

8 A. Yes. 

9 Q. And it references in the second page the Roper 

10 Organization work. Do you see that? 

11 A. Yes. 

12 Q. Okay. 

13 A. I see — on the first page. I — I — yeah. 

14 Q. Second page of this document. 

15 A. Yes. Sorry. 

16 Q. First page — 

17 A. Last paragraph, second page. 

18 Q. Is the Roper Organization study that's 

19 referenced here the one you were thinking about 

20 earlier that looked at under-age smokers? 

21 A. I believe it is, yes. 

22 Q. Do you have an understanding as to how it came 

23 to be that the Roper Organization designed a study 

24 that had no lower age limit such as the age of 18? 

25 A. No, I don't understand how it came to be. 
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1 Q. All right. That's all I have about that one. 

2 Next let me put before you what's been 

3 previously marked as Plaintiffs' Exhibit 353 bearing 

4 Bates number 1002646151 through 6185. 

5 Is this now the Roper report itself that you 

6 were speaking of earlier? 

7 A. Yes, I assume that this — this is the Roper 

8 report that's referenced in the previous exhibit. 


9 

Q. 

Yes . 



10 

A. 

Okay. 



11 

Q. 

You've seen the Roper 

report before; have 

you 

12 

not, 

before today? 



13 

A. 

This Roper report? 



14 

Q. 

Yes, sir. 



15 

A. 

Yeah. 



16 

Q. 

In 1974, in July, what 

was your status with the 

17 

company, at the time this report was done? 


18 

A. 

I think I was probably 

director of brand 


19 

management. 



20 

Q. 

At that post were you 

in a position to recommend 

21 

policy and procedures to outside organizations 

that 

22 

did 

work for Philip Morris, 

such as the Roper 


23 

Organization? 



24 

A. 

No. No. I would have 

primarily had that 


25 

responsibility for our advertising agencies, for 
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the — the advertising part of our advertising 
agencies. 

Q. And who was your counterpart that was the head 
of marketing research as of July 1974? 

A. I'm not — I'm not sure whether it was — would 
have been Mr. Fountaine or — or Mr. Zoler. I'm not 

sure. 

Q. Do you recall ever having a conversation with 
anyone in marketing research at the time about this 
work that was done by the Roper Organization on 
smokers under the age of 18? 

A. No, I don't — I don't — I do not recall. I do 
not recall any discussion about it. 

Q. Do you know the youngest age that this report 
interviewed? 

A. Somewhere in one of these two documents I think 
it probably says. I don't remember it specifically. 

I remember a chart says up to age 18. I don't know 
whether it says how low. 

Q. Can you find the reference? 

A. Well on page 25, for example, it says 18 and 

less on that top chart. 

Q. Uh-huh. 

A. See it? 

Q. Yes. 
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A. And then on the next page it says 18 and less. 

I — I can't find a reference for how low it goes. 

It did say in the previous document, I think it 
said no — of no age limit you pointed out, but I — 
I'm not — I don't — I don't know that it says 
anything — 

I can't find it. 

Q. Let me ask you to turn to page six where the 
number six appears at the top — 

A. Okay. 

Q. — of the document. All right? 

A. Uh-huh. 

Q. Are you with me? 

A. Yes. 

Q. In summary fashion this report seems to conclude 
that there is an erosion of market share for Philip 
Morris products amongst younger people, and then the 
last paragraph is what I want you to focus on. 

It says, quote, "What can Philip Morris do about 
the situation? We are not sure that anything can be 
done to halt the major exodus if one gets going among 
the young. This group follows the crowd, and we 
don't pretend to know what gets them going for one 
thing or another. Certainly Philip Morris should 
continue efforts for Marlboro in the youth market, 
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but perhaps as strongly as possible aimed at the 
white market rather than attempting to encompass 
blacks as well." 

As of 1974 did "youth market" have a term-of-art 
meaning? 

A. I've said before and I'll say it again in 
response to this that as arguably the most tenured 
marketer at Philip Morris, I am not aware of anything 
we've done that marketed to youth. And this is the 
opinion of Mr. Roper, it is his report, and I'm not 
sure what he meant by "youth market." And it doesn't 
matter to me what he meant because we didn't do 
anything in — in — in any kind of programmatic 
fashion of marketing to people below the legal age. 

So I don't know what he meant by "youth market." 

I find it interesting in this report, right in 
the paragraph you cited, his previous statement, of 
course, that we are not sure that anything can be 
done to — with a trend, which is one of my theories, 
which is, you know, we don't market to youth and we 
can't control it, and the affirmation of what I said 
before, that brand selection is done by peer 
influence, which is the statement "this group follows 
the crowd." 

And on page 19, the question is asked by Roper 
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"Why do young people start with one brand or 
another? They tell you loud and clear: Because 
their friends smoke that brand or 'everybody smoke 

them.'" . 

So we talked before about the role of 
advertising. I — I just don't believe that — that, 
A, advertising influences people to start smoking, I 
think peer influence influences brand selection, and 
I think that as it said here, that these things all 
happen outside the control of the manufacturer. 

Q. What things happen outside the control of the 
manufacturer? 

A. The decision to smoke, and — and brand 
selection. 

Q. This work done by Roper was not done outside the 
control of Philip Morris; was it? 

A. No, it was not. This was a Philip Morris — 

As far as I know, this was a Philip Morris- 
initiated study. 

Q. And by 1974 the Roper Organization, you would 
agree, would you not, was familiar with what Philip 
Morris was doing in the marketing and sale and 
promotion and marketing research of its cigarette 
products, having had the account for a number of 
years? 
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1 A. The Roper Organization worked for Philip Morris 

2 for quite a number of years by then. I remember 

3 specifically several times where I thought the Roper 

4 Organization was completely wrong in their assessment 

5 of a situation. And in fact in this report I believe 

6 that — that, without getting into a huge business 

7 discussion, I believe that the Roper Organization was 

8 wrong in its basic assessment about Marlboro being 

9 weak because it was in fact this period of time where 

10 Marlboro had its greatest growth in the industry. 

11 From 1971, when Marlboro Lights was introduced, until 

12 1976, was probably the best period of Marlboro growth 

13 in the brand's history. So I have trouble reading 

14 this and coming to the same conclusion that Roper did 

15 on an overall basis that Marlboro was weak. 

16 Q. Would Roper in a general sense be familiar with 

17 Philip Morris's efforts at marketing to certain 

18 segments of smokers? 


19 

A. 

No, they wouldn't be. 



20 

Q. 

They wouldn't know that. 



21 

A. 

Not — they would not — 

they 

— 

22 


Well "they wouldn't know 

it. " 

I can't say they 

23 

wouldn't know it, but I would 

— I 

would not list 

24 

them 

_ 




25 If you gave me — asked me to make a list of who 
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would be knowledgeable about what Philip Morris was 
doing in its marketing practices, I certainly 
wouldn't put Roper on the list. 

Q. Roper would certainly know to refer to the 
youngest segment of smokers that the company was 
interested in as "young adult smokers;" would they 
not? 

MR. WEBB: Well I'm going to object to the 
form of the question about what — 

Speculation. Object to the form of the 
question. 

A. Roper — Roper knew that they weren't supposed 
to interview people under 18. They knew that. We — 
we — we saw that before. So Roper knew that we 
defined smoke — the — the — the young adult 
smoking population as 18 or over. I mean the — both 
these — both these pieces of paper have references 
that — that Roper wasn't allowed to interview below 
18, and we saw the one document where they requested 
permission to do it, and here we see a document where 
they said that they went below 18. They — I — 

It seems clear to me they were fully aware that 
our normal practices were not to interview below 18. 
Q. My question, rather simply, was whether you 
believe as of 1974 that the Roper Organization was 
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1 familiar with Philip Morris's term of "young adult 

2 smoker" and what that meant. 

3 A. Boy, I — I — I don't know. I just don't 

4 know. I'm not sure when the phrase "young adult 

5 smoker" was a phrase that became operative, and I'm 

6 not sure — 

7 So I don't know that. And I also don't know 

8 what Roper knew and didn't know about that phrase. 

9 Q. When Roper, in this report on the same page in 

10 the same paragraph, refers to "the youth market," do 

11 you believe that refers to a segment other than young 

12 adult smokers? 


13 

A. 

Where - 

- where would 

this be? 


14 

Q. 

On the 

bottom — 



15 

A. 

On 19? 




16 

Q. 

On the 

bottom of that 

page. 


17 

A. 

Of 19. 




18 


MR 

. WEBB: Which 

page are 

we talking about? 

19 


MR 

. SILBERFELD: 

The one 

that has six at 

20 

the 

top. 





21 MR. WEBB: So you're on a different page. 

22 THE WITNESS: I'm sorry, I was on the wrong 

23 page. 

24 Q. The one we've been talking about, the only one. 

25 In the last paragraph, second-to-the-last line, do 
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you see the words "youth market?" 

A. Yes. 

Q. As used in that sentence, do you believe Roper 
was referring to someone other than the young adult 
smokers that Philip Morris typically counts as part 
of its customers? 

MR. WEBB: Objection. I'm going to object 
to the form of the question, speculation. 

A. I simply don't know. 

Q. Earlier in that sentence it says, "Certainly 
Philip Morris should continue efforts for Marlboro in 
the youth market." 

As of July of 1974, what efforts were under way 
at Philip Morris for Marlboro in the youth market? 

A. I believe I was in charge of Marlboro from 1969 
on. I believe that in the — during that period of 
time there were no efforts for Marlboro being made in 
the youth market, if you want to define the youth 
market as being below legal age, and I believe that 
there were efforts being made, if you want to define 
it as 18 and up. 

Q. Let me put before, Mr. Morgan, if I may. 
Plaintiffs' Exhibit 148, Bates numbers 1003285497 
through 1003285502. 

Do you recognize the document? 
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1 A. I see I was copied on it, but I don't really 

2 recognize it. 

3 Q. As of May of 1975, the date of the document, who 

4 was Myron Johnston? 

5 A. Myron Johnston worked in the research and 

6 development department. 


7 

Q. 

What was his capacity, do you know? 


8 

A. 

Yeah. Myron Johnston was — Myron Johnston was 

9 

a gentleman who, as I try and explain it. 

was sort 

10 

of - 

- 


11 

Q. 

What was his position I guess is all 

I'm 

12 

asking. 


13 

A. 

Well he was an analyst and he was sort of the 

14 

house provocateur. 


15 

Q. 

Okay. Was that his job title? 


16 

A. 

I don't think so. 


17 

Q. 

And who was Dr. Seligman again? 


18 

A. 

I — 


19 


My guess is he would have been heading R&D at 

20 

that 

time. 


21 

Q. 

Okay. And referring over to the last page, all 

22 

the 

folks copied on this, in addition to 

yourself. 

23 

Mr. 

Fountaine; correct? 


24 

A. 

Yes. And that answers your previous 

question. 

25 

if I 

can jump back. 



P .0 
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1 Q. Certainly. 

2 A. You asked who in '74 would have been the head of 

3 marketing research, and I said it would be either Mr. 

4 Fountaine or Mr. Zoler, and I believe since Mr. 

5 Fountaine is copied in '75, the answer — correct 

6 answer to the previous question would have been Mr. 

7 Fountaine. 

8 Q. Looking at the last page with the list of cc's, 

9 is the president of the company shown as receiving a 
10 copy of this, whoever that was in May of 1975? 


11 

A. 

No. 


12 

Q. 

Who was 

that? 

13 

A. 

I'm not 

sure, but none of these people were the 


14 president. Maybe — maybe Mr. Goldsmith, maybe Mr. 

15 Millhiser. I'm not sure. But none of these people 

16 were president. 

17 THE REPORTER: We have to change tape. Off 

18 record, please. 

19 (Discussion off the record.) 

20 BY MR. SILBERFELD: 

21 Q. Mr. Morgan, during this short break, have you 

22 had a chance to look quickly at Exhibit 148? 

23 A. About halfway. 

24 Q. All right. Let me direct you, if I may — 

25 A. Okay. 

STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|])Q5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

167 

Q. — because it is a long document, I do have some 
questions that are specific about it. 

It is true that this document gives information 
about a 15- to 19-year-old age group of smokers; 
true? 

A. That is true. 

Q. And it appears to be a study by Mr. Johnston of 
the age group 15- to 19-year-olds as it relates to 
principally Marlboro; correct? 

A. Well that — I'm — 

I'm not going to buy off on that 
characterization. 

Q. Well what's wrong with it? 

A. Well it's a study by Mr. Johnston of, as I read 
it, of Marlboro sales data correlated to information 
regarding 15- to 19-year-olds that's not necessarily 
Mr. Johnston's data. And I know — I know that Mr. 
Johnston was — was — liked to use the kind of 
things I mentioned before, which was National 
Institutes of Health and the University of Michigan 
and Chilton. I remember Chilton Research Services 
did something for the government. Mr. Johnson used 
government data on smoking among 15 — or under-age 
people. But — but it's not clear to me that this 
was characterized by Mr. Johnston using his data as 
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if — as if he had created the data. He had the 
Marlboro data, but it's not at all clear that — that 
the data that he's using regarding below-legal-age 
smoking or actually 15 to 19 is what I'd call his 
data or company data. 

Q. Would you be so kind as to read the paragraph at 
the bottom of the page that reads — begins with the 
word "Demographics...?" 

A. I know what it says. It says "by my data." 

But — but Mr. Johnston does not necessarily mean by 
that that the data that he has is proprietary. It 
could be the data he has collected from public 
sources. And most of Mr. Johnston's work, I'd 
submit, involves — if — if you look at his work, 
most of it involves the reporting of publicly 
available information from government sources. So 
I — I read this "my data" meaning data he's 
collected, not data he's generated. 

Q. The paragraph begins by referencing the National 
Tracking Study; correct? 

A. Yes. 

Q. Which was, depending upon whether it was done in 
even years or odd years, done in either '74 — 

A. Right. 

Q. — or '75; right? 
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A. Right. Yes. Sure. 

Q. And that's a proprietary study performed for 
Philip Morris by probably the Roper Organization. 

A. Roper. There was another company that — that 
also did it. I forget the name of the company. But 
it's a statistical study, yes. 

Q. And it looked at the attitudes of younger 
smokers 18 and over. 

A. Correct. 

Q. And Mr. Johnston goes on to say, "...but my own 
data, which includes younger teenagers, shows even 
higher Marlboro market penetration among 15 to 17 
year-olds." 

A. That is correct. 

Q. Do you see that? 

A. That is what it says. 

Q. And you believe that that refers to publicly 
available data about 15- to 17-year-olds' use of 
Marlboro cigarettes? 

A. That's what I believe. 

Q. And which particular data is that? 

A. I don't — I — 

I don't know which particular data. The 
reference that I'm aware, the Chilton — Chilton 
Research Services published a lot of data. University 
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of Michigan has been publishing data. National 
Institutes of Health publishes data. It is my belief 
that the reference to "my data" by Mr. Johnston in 
this case is referencing publicly available 
information, not proprietary information about 
Marlboro share among 15- to 17-year-olds, it's my 
belief. 

Q. You don't know for sure. 

A. I do not know for sure. Could be, could not be. 
Q. The second page gives a number of statistical 
comparisons between Marlboro sales and 15- to 
19-year-olds. Why — why was that important at all 
to Philip Morris? 

A. Well Mr. Johnson, as I said, had a role to play, 
which was to be the in-house guru about the future 
and to be sort of the provocateur. Mr. Johnston, in 
this particular — on page two, ran data and came to 
absolutely false conclusions, totally false 
conclusions. The — the — the — the four 
statements that he made here turned out to be 
absolutely wrong. And so without trying to be 
disrespectful to Mr. Johnston, I will tell you that 
most of Mr. Johnston's work was not accurate in its 
forecasting. 

Q. How was it determined that he was wrong? 
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A. Well I'm just looking at it and say Marlboro 
sales would peak in 1976, and he says that in point 
one and point two and point three and point four, and 
the fact is that Marlboro today is — is — is — oh 
wow, Marlboro is probably twice the size today that 
it was in 1976. 

Q. In the 15- to 19-year-old age group? 

A. No, no, no. That's not what he said. That's 
not what he's saying. 

Q. Okay. 

A. He said, based on his look at the correlations 
between 15- and 19-year-olds, that Marlboro sales 
totally in the country will peak. 

And this is what I was talking about before. 

When you look at the publicly available information 
and you look at the — the smoking incidence and the 
brand shares in — in that age group, it's — it's a 
good predictor, it's theoretically a good predictor 
of what the business is going to be like in five, 10, 
and 15 years when those people are 20, 25 and 30. 

The fact is that Mr. Johnston was just plumb dead 
wrong in his analysis here because it didn't work out 
that way. 

Q. Does the fact that he forecasted incorrectly 
have any impact upon your view that he was not using 
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his own data but he was using publicly available 
data? 

A. No, not at all. 

Q. That's just an impression in your mind? 

A. Well it's — it's an impression from being aware 
of — of a lot of Mr. Johnston's work, and my view is 
that Mr. Johnston liberally used publicly available 
information to look at the marketplace. 

Q. What is the POL National Roster? 

A. POL — 

Q. All caps. 

A. That would be — 

I think that's the acronym for product — 
product testing. 

Q. Does that stand for Pattern Of Liking? 

A. No. Stands — stands for something like Product 
Opinion Laboratory. 

Q. Is that a Philip Morris proprietary entity or 
thing — 

A. I believe — 

Q. — as distinguished from publicly available? 

A. Yeah, I believe it is. 

Q. And — and what does the Product Opinion 
Laboratory National Roster do? 

A. It — it — it's used to test the acceptability 
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of our cigarettes against competition or changes we 
might make in a brand against the previous 
characteristics of the brand. It's a product — it's 
a product testing device. 

Q. And I take it that the results of that testing 
are gathered and collated and disseminated 
statistically within the company? 

A. Yeah. Well with — within — 

Among the people who would be involved in 
product development or product changes, yes. 

Q. I didn't mean to suggest throughout the company. 
A. No. 

Q. But — 

A. Among the relevant people, sure. 

Q. On a need-to-know basis. 

A. Oh, maybe even a little wider than that. 

Q. But the information from the POL National Roster 
would not be publicly available information; would 
it? 

A. Ah — 

Q. As to Philip Morris brands. 

A. Generally speaking, I can think of one major 
exception to that. 

Q. With the exception of that one exception you can 
think of — 
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A. It's proprietary information. 

Q. Okay. 

Q. Let me show you a three-page document previously 
marked as Exhibit 146, Bates numbers 1000306237, 38 
and 39. 

Do you recognize this document? 

A. No, I don't. 

Q. Is M. E. Johnston in the "FROM:" line the same 
M. E. — Myron Johnston that we spoke of earlier? 

A. I — I believe it is. 

Q. And Dr. Seligman we've already talked about. He 
was in market research? 

A. No. 

Q. Research and development? 

A. Research and development. 

I said, actually, that he headed it, in 
reference to the previous memo, and I see Dr. 
Wakeham's name on, so Seligman may have been the 
number-two guy. But I mean he was surely an 
executive in R&D. 

Q. And there's seven people listed as having been 
copied on this document. Are any of them the 
president of Philip Morris as of the date May 23rd, 
1969? 

A. No, they're not. 
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Q. Dr. Wakeham was in research? 

A. Yes. 

Q. And who is J. Lincoln? 

A. That would have been Jet Lincoln, and he was 
in — he was in a planning role in the corporation. 

I — I don't remember his title. 

Q. And just give us, if you would, the departments 
of the other individuals beginning with Resnick. 

A. Resnick would have been R&D. Eichorn would have 
been R&D. Thomson would have been R&D. I think this 
is — it looks like Merritt or Herritt. Merritt I 
think it is. H. Merritt. Probably Henry Merritt, 
who would have been R&D. And Dr. Dunn, who would 
have been R&D. 

Q. This appears to be a study of some statistics 
from the POL National Roster by Mr. Johnston about 
the use of Marlboro by 13,000 smokers. Do you see 
that? 

A. Well let me look — let me look at it. 

Q. Go ahead. It's short. 

A. Yeah. 

Q. Take a moment and read it. 

A. Okay. 

Q. Do you agree with that characterization as to 
what was going on in this memo? 
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A. I wasn't reading it for that. I'm sorry. 

Q. Let me ask the question again just to make it 

easy. 

A. Okay. 

Q. Was Mr. Johnston taking proprietary POL National 
Roster data and analyzing it as described in this 
memo? 

A. I assume that's what he was doing. 

Q. Well he says he ordered more detailed 
tabulations of some computer printouts of cigarette 
preferences. 

A. Uh-huh. 

Q. Yes? 

A. Uh-huh. 

Q. You have to answer out loud. 

A. Yes. Sorry. 

Q. And that those preferences hinted at some rather 
interesting patterns. Do you see that, sir, in the 
second line? 

A. Yes. 

Q. And if you turn the page, looking at the 
horizontal axis of Mr. Johnston's chart, it says 
under the age column that the beginning age of the 
smokers that he apparently studied in looking at the 
POL National Roster data was the age of 15. 
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A. Well — 

Q. Do you agree — 

A. Is that a question? 

Q. Yes. Do you agree that's what it says? 

A. I absolutely disagree that that's what 

happened. I — I would be — I would be more than 
shocked, more than shocked if I found out, because I 
don't — I just don't believe it, that the POL panel, 
a product testing panel had smokers below 18 years of 
age as part of it. I just would — I would be 
totally shocked by that. 

I believe that what this is is — is — I — 

I can't explain this chart, but I just — I — I 
do not believe that the POL tests involved people 
below 18. So I think what Mr. Johnston has done is 
created a chart here that I can't explain, but — 
but — I — 

I can't say it any other way than I would be 
totally shocked if that POL panel had anything to do 
with smokers under 18. 

Q. When this work was done in the 1968, '69 

timeframe, what was your position with the company? 

A. I was probably Parliament brand manager or 
Virginia Slims brand manager. 

Q. Putting aside, if you can, how difficult it may 
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1 be to believe this is so, does the chart reference an 

2 age group beginning with the age of 15? 

3 A. Yes. 

4 Q. Is today the first time you've seen Exhibit 146? 

5 A. Yes, it is. 

6 Q. Do you have the intention of looking into this 

7 at all? 

8 A. If I have the time I will. 

9 Q. Or is it just ancient history at this point? 


10 

A. Well it's ancient 

history certainly, it's 30 

11 

years ago, but I'm — I 

'm — 


12 

Yeah, I'll — I'll 

look into 

it as a matter of 

13 

curiosity. 



14 

THE WITNESS: 

Is there a 

copy of it I can 

15 

keep? 



16 

MR. WEBB: I 

have a copy 

• 

17 

THE WITNESS: 

Okay. 


18 

MR. SILBERFELD: Two of 

your lawyers have 

19 

two copies. 



20 

THE WITNESS: 

Takes two 

lawyers to keep one 

21 

copy. 



22 

Q. Let me have marked 

as next in 

order a memo dated 

23 

June 2, 1976, bears Bates number 1000744089 through 

24 

096. 



25 

(Plaintiffs' 

Exhibit 683 

was marked 
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1 for identification.) 

2 BY MR. SILBERFELD: 

3 Q. You've seen this document before; have you not, 

4 sir? 

5 A. Yes, I have. 

6 Q. You've been examined about it in deposition; 

7 have you not? 

8 A. Yes, I have. 

9 Q. As of June 1976 — well withdraw that if I may. 

10 The memo is directed to you. 

11 A. That is correct. 

12 Q. From Mr. Udow; is it? 

13 A. Udow. 

14 Q. Udow. And who was Mr. Udow as of June 1976? 

15 A. Mr. Udow would have been in the marketing 

16 research department. 

17 Q. There is some handwriting below the date. Do 

18 you know whose that is? 

19 A. I don't know for a fact. Trying to piece it 

20 together. It looks like it says "Harry D," and there 

21 is a Harry Daniel who was copied on the memo, so I 

22 think it's a reasonable conclusion that that must be 

23 Harry Daniel's writing, but I don't know that as a 

24 fact. 

25 Q. If I can read it, it says, "TP&I got the 

STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|])Q5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

180 

information for A1 Udow for the report." 

A. Right. 

Q. Does that seem to be an accurate reading of 
that? 

A. Yes. 

Q. What does TP&I refer to? 

A. I have no idea. 

Q. Was this memo a part of any broader or larger 
program at Philip Morris in 1976 or thereabouts 
having to do with why people start smoking? 

A. No, it was — it was not part of any larger or 
broader issue. As — as I remember — as I remember 
this memo, as it says. Cliff Goldsmith — 

I was responding to a question Cliff Goldsmith 
had asked me, and so in the chain of command. Cliff 
Goldsmith asked me a question and I asked marketing 
research the question. As — as I remember the 
discussion that led to this, and this is 20 years 
ago, Mr. Goldsmith is a — a very interesting and — 
and stimulating person to work for. He's — it was 
sort of under his aegis that a lot of these what I 
call professional agnostics were hanging around R&D, 
and he loved that. He loved people who would 
challenge the status quo, loved people who would take 
core beliefs and sort of shake them and make you 
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re-examine what you thought all the time. And one of 
Mr. Goldsmith's fascinations that I remember from 
discussions with him is why people smoked, chose to 
smoke in the face of — of the — well the 
controversy that we talked about earlier. And I 
remember a discussion with Mr. Goldsmith where he and 
I would have morning coffee, which we did a lot, and 
we were just speculating on why — why people chose 
to smoke. We talked about stress and the normal kind 
of things. And we sort of agreed out of that, we 
were wondering whether there was any data that was 
available that indicated why people chose to smoke, 
and I think that was the genesis of — of this 
report. 

Q. So Mr. Goldsmith posed the question not so 
rhetorically to you; you in turn posed the question 
to Mr. Udow and had him do the work? 

A. Yeah. I probably — probably said to Dr. Udow, 
"Hey, what do we know about — what's known out 
there about why people smoke?" And this report, 
which I am familiar with, basically is a report 
almost entirely of what other people outside of 
Philip Morris and outside the tobacco industry have 
said about why people smoke. This is — this is a — 
a very externally oriented document and is sort of 
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like a college, to me what I call a college research 
paper where you go out and find out what other people 
are saying and summarize it and synthesize it and try 
and put it into a cohesive and intelligent 
presentation. But as I remember the document, 
it's — it's — it's all outside opinion and — and 
other people's opinions. 

Q. Was the document as of 1976 used for any 
purpose, once it was received by you? 

A. It was not used by me for any purpose whatsoever 
other than as an interesting thought piece. 

Q. Was it used in any sort of marketing or planning 
sense? 

A. No. 

Q. Who were the individuals copied? 

A. Okay. T. A. Budne was Tom Budne, and I believe 
he replaced Steve Fountaine as — he — he would have 
been the head of market research, market research at 
that point. Neil Holbert we ran into before in — in 
another exhibit, he was in market research. Don 
Mazzitelli was in market research. And Harry Daniel 
and Myron Johnston were in Richmond in research and 
development. 

Q. When you gave this assignment to Mr. Udow or Dr. 
Udow, did you ask him to include information on 
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under-age smokers? 

A. No, I did not. 

Q. Or children? 

A. No, I did not. 

Q. Do you know why he did? 

A. Well he did because he was quoting from the 
Encyclopedia Americana. Again, this is all outside 
information from — 

I mean I can go through it if you want. It's 
from the National Clearinghouse for Smoking and 
Health on page two, and then it quotes from there. 
From Dr. Harold Diehl of the American Cancer Society, 
who's quoting a secondhand quote from David Horn of 
the National Clearinghouse for Smoking and Health. 

And that's all quoted on page three. A paper by 
Meyer, Friedman and Lazarsfeld which is quoted. And 
then the Encyclopedia Americana (1969) which is where 
it talks about under-age smoking. This is all 
basically quoting — and then Yankelovich, a study 
for the American Cancer Society on page six. All — 
all the references in this document are all relating 
to outside studies on smoking, and I — I think 
there's nothing specific to Philip Morris in this. 
It's just a compilation. 

Page seven has reference of something to do with 
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1 Philip Morris specifically. 

2 Q. Let me have marked as next in order a two-page 

3 memorandum from F. Ryan and M. Johnston to W. L. 

4 Dunn, April 8, 1976, Bates number 1003295064 and 65. 

5 (Plaintiffs' Exhibit 684 was marked 

6 for identification.) 

7 BY MR. SILBERFELD: 

8 Q. Do you recognize the document, sir? 

9 A. No. 


10 

Q. 

First time you've seen it, today? 


11 

A. 

Yes. 



12 

Q. 

As of April 1976, who was W. L. 

Dunn and 

what 

13 

was 

his or her position? 



14 

A. 

That probably is Bill Dunn, who 

has been 

in 

15 

research and development in Richmond 

• 


16 

Q. 

And F. Ryan? 



17 

A. 

I assume he — he was in — he 

— he was 

— 

18 


I think it's a safe conclusion 

he was in 

R&D in 

19 

Richmond, because both the recipient 

authors and — 

20 

and 

copies on this document are all 

R&D people 

• 

21 

Q. 

Including M. Johnston? 



22 

A. 

Yes . 



23 

Q. 

That's Myron? 



24 

A. 

Myron again, the provocateur. 



25 

Q. 

The copies are all people in Richmond? 
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A. I believe so, yes. 

Q. Dr. Osdene? 

A. Yes. 

Q. And the other people are all R&D folks? 

A. Yes. 

Q. Research and development people? 

A. Yes. Yes. 

Q. It is a memo the subject of which is teenage 
smoking. Do you see that, sir? 

A. Yes, I do. 

Q. And it appears to be an analysis of smoking 
patterns in young teenaged girls ranging in age from 
10 to 15; right? 

A. Just — just a second. Let — I'm not sure I 
see that. 

Q. Let me direct you, if I may, to the right-hand 
part of the chart on the first page, begins at the 
bottom of — with page — with age 10 and runs up to 
age 15. See — 

A. But it's — it's not clear to me that this 
relates to smoking. That's what I'm saying. 

Q. All right. Take a look at the first three 
lines. 

A. Right. Got it. 

Q. Does refer to smoking; doesn't it? 
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1 A. The first three lines do, but the next paragraph 

2 doesn't, and the data — it — 

3 It's not clear to me at all that this data has 

4 anything to do with smoking but rather has to do with 

5 population. And the — the analysis that he's 

6 talking about about getting married and dating and 

7 everything else all has to do with age ratios. I 

8 don't see that it has anything to do with smoking, 

9 this data. 

10 Q. Take a look at the conclusion at the top of the 

11 second page. 

12 A. Right. 

13 Q. Do you see where it says, "It is therefore 

14 possible that the girls who are now 12 to 13 are more 

15 apt to be smokers because of the ratio change?" 

16 A. Of boys and girls. 

17 Q. Of boys to girls. 

18 A. Well that didn't — 

19 You asked me whether this data has anything to 

20 do with smoking. I don't think it does. 

21 Q. Okay. 

22 A. I think — I think this is U.S. population by 

23 age group. And then he talks about "unbalanced MF" 

24 — male/female — "ratio would be to force older 

25 boys' attention onto even younger groups of girls." 
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And then "It will be noted there is a marked" — 

So he's talking about sort — sort of the 
population and sociology and then speculating about 
how that might affect smoking. But I — I just — I 
don't mean to quibble, I — I thought you asked 
whether this data related to smoking, and I don't 
think it does at all as I look at it. 

Q. The information about populations of boys and 
girls ages 10 to 15, and 12 to 17 in the case of the 
boys, was used by Ryan and Johnston in this report to 
make a prediction about whether young women are going 
to become smokers; isn't that true? 

A. Yes, that is true. I mean that's what the — 

The top of page two is — is a speculation on 
their part as to the impact of the age populations of 
the United States. 

Q. And they say that "This imbalanced sex ratio 
will have some major effects on the teenaged and 
young adult world for a number of years, and it is 
not unreasonable that expect that smoking may be one 
of the things affected." 

A. Yes, that's what it says. And this is — this 
is fairly characteristic. I — I don't know how many 
Johnston memos we've dealt with so far, or Dunn 
memos, but this is fairly characteristic of this 
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group that I described that was in Richmond and — 
and just sort of went out and looked at all this data 
and kept — you know, wrote these kinds of memos. 

I — I — I want to say that as the person 
responsible for marketing in general and Marlboro 
marketing specifically, I not only didn't see a lot 
of these memos. If I had, they would not have 
impacted and did not impact any of our programs or 
practices in marketing. We just didn't market to 
kids. We don't and didn't. So it's — it's — it's 
interesting stuff. 

As I said, as — as I've looked at these things 
and — and gotten more familiar with them over the 
last year or so as — as part of these depositions, 
my professional — my professional reaction, granted 
with the ability to look back which is always nice to 
have, I'm — I'm struck by the degree to which this 
stuff was — was pretty off-base. And — and — it 
just interests me. The fact is we didn't use any of 
it any way in our marketing. 

Q. Do you know if it was used for any purpose in 
research and development? 

A. No, I do not know that. 

Q. And if it was used; that is, information about 
10- to 15-year-olds, or 12- to 17-year-olds for that 
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matter, that would be another example of an anomaly; 
would it not, as you used that term earlier today? 

A. Well I think that's — that's a — a two-step 
question if I heard it right, so let me — let me — 
Q. Not really. Let me just rephrase it for you. 

A. Okay. 

Q. It's a one-step question. I'm asking you to 
assume, because you don't know for sure, that this 
information in Exhibit 684 was used by research and 
development for some purpose. Assume that if you 
will. The question is: If that was used for some 
purpose by research and development in the charge 
that they have within the company, would that 
represent an anamolous use of information about teen 
smokers? 

MR. WEBB: And I'm going to object, form of 
the question, speculation. 

A. I have no way of knowing that because I don't 
know what research and development did. The 
anomalies I was speaking of were marketing research 
documents and marketing practices where I feel 
comfortable talking about what I know about, so 
it's — 

I just can't characterize what an R&D thought 
piece did or did not do in terms of impact research 
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on development because I — I just don't know, so I 
can't characterize it. 

Q. Do you have any reason to believe that R&D 
followed a different corporate philosophy or 
corporate practice about teen smokers, people under 
the age of 18, than marketing did? 

A. No, I don't have any reason to believe that at 
all. 

Q. Let me mark as next in order a three-page 
document — I'm sorry, in fact it's a four-page 
document that bears the following Bates numbers, 
2041761868, 69, 70 and 71, a memo dated November 
10th, 1977. 

(Discussion off the stenographic record.) 
(Plaintiffs' Exhibit 685 was marked 
for identification.) 

BY MR. SILBERFELD: 

Q. Have you seen this four-page document before? 

MR. LEITER: Before he answers the 
question, let me just note an objection. I'm looking 
at the predesignation list and I see that the first 
page which ends in 1868 has been predesignated, but 
the subsequent three pages were not. So I want to 
note an objection to any questioning about those last 
three pages which end in 869 through 871. 
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MR. GORDON: Mr. Sipkins and Mr. Leiter 
received a letter yesterday clarifying that the 
attachment to the original predesignation was not 
included in the sequential Bates numbering for some 
reason in the documents that were produced by Philip 
Morris, so we clarified that and put the sequential 
Bates numbers of the attachment. I assume, Mr. 
Leiter, you were traveling so you didn't get that 
letter at your office, but Mr. Sipkins would have 
received it, as — as would have you at your office 
in Los Angeles. 

MR. LEITER: I haven't — I haven't seen 
the letter. And I'm — I'm not going to instruct him 
not to answer, I'm just noting the objection, and we 
can deal with that later. 

MR. GORDON: I think the problem was the 
Bates numbering on the Philip Morris 4B index. For 
some odd reason it — it separated the — a part of 
the attachment from the original memo. 

MR. LEITER: Okay. I just noted my 
objection. Let's proceed. 

MR. SILBERFELD: Okay. 

BY MR. SILBERFELD: 

Q. With respect to Exhibit 685, Mr. Morgan, have 
you seen that document before? 
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A. No, I have not. 

Q. In November of 1977 who was J. Zoler? 

A. We finally got to J. Zoler. I think now we have 

him as head of market — marketing research. 

Q. And Mr. Holbert? 

A. We talked about before he was in marketing 
research. 

Q. And a copy of this document went to J. Isaacs. 
Who was that? 

A. All three of those gentlemen are in market — 
marketing research. 

Q. And Dr. Udow we've spoken about earlier. Yes? 

A. Yes. And I think we just referenced Mazzitelli 
on the previous — previous document. 

Q. This document has attached to it some incidence 
information about both adults and children. Do you 
agree with that? 

A. Yes, I do. 

Q. If I could direct your attention to — 

A. Before we get off addressing my attention to 
any — 

Do you have an idea the word "lacunae" means? 
"Please note that blanks indicate lacunae...." I 
haven't — 

Have you ever heard that word? 
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Q. Not that I can think of. 

A. Neither have I. 

Well I guess you're not going to ask me about 
it, then, because — 

MR. GORDON: Isn't it a kind of coat? 

THE WITNESS: Oh, that's very good. 

That's a strange word. I've never — I've never 
ever seen it. 

Okay, I'm sorry. 

Q. If I could ask you to look at the last page of 
the document, the one titled "INCIDENCE OF TEEN 
SMOKING IN U.S.: A COMPILATION." 

A. Yes. 

Q. Do you see that? 

A. I see it. 

Q. It appears that the sources of information there 
in the — in the timeframe 1968 up through and 
including 'll are the Department of Health, Education 
and Welfare, The Cancer Society, Gallup Youth Survey, 
and ORC survey. Do you see ORC? 

A. Yes, I do see ORC. 

Q. Is that Opinion Research Corporation? 

A. I don't know for sure, but I — I — I would — 

I would think it would be, yes. 

Q. Is that a company who's done work for Philip 
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Morris on a proprietary basis? 

A. Yes. I believe that we reviewed a document 
before that referenced Opinion Research and a study 
of 456 people from age 12 to 17; didn't we? 

Q. Yes. And I think that was about 1970. 

A. I don't remember. 

Q. And there's a 1970 reference here in the source 
column that refers to 0. Do you see that? 

A. Yes. U.S. Department of Health, Education and 
Welfare. 

Q. I'm sorry, I'm misleading you. The Q refers to 
the ORC survey, and it's in — looks like 1971 and 
'73. Do you see that? 

A. Yes, I do. 

Q. All right. I just had a bad copy. 

A. It's not easy to tell your O's from your Q's 
here. 

Q. What is your understanding of the purpose of 
collecting data on teen smokers beginning with the 
age of 12 — 

A. Well as I said — 

Q. — as it was done in this document apparently. 

A. Well I have no — no idea why it was done in 
this document. I haven't seen the document, it's 
internal to market research, and it's Mr. Holbert 
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just compiling all the data. He says "I've prepared 
a compilation from various sources," and it's — it's 
sort of like a reference document that just says 
here's all the data on demographics that exist that 
we know of. I don't — I — 

I have no idea what the purpose of it was. 

Q. To the extent it was used by marketing research 
for any purpose, it would be inconsistent, would it 
not, with Philip Morris's policy about targeting in 
any way or fashion under-age smokers? 

A. No. I — I don't think your statement holds up 
to me. It could be used by marketing research as 
information that's available to just better 
understand the dynamics of where the market is and 
where it's heading, and it could be used 
appropriately by them for understanding. 

What would be inconsistent with what I said was 
whether that information was being then used by 
marketing to target under-age smokers, and I'm saying 
that it wasn't, that we did not target and do not 
target under-age smokers with our marketing program. 
So the — the — the — the — the viewing of 
information, particularly public information, I mean 
to me is — is not inconsistent at all with not 
targeting those people in your actual practice. It 
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has to do with information and understanding. So 
I — I can't buy off that market research looking at 
information from the government and the American 
Cancer Society is inconsistent with our — my 
position that we don't market to youth and don't 
target youth. 

Q. Let me show you what's been previously marked as 
Exhibit 355, Bates number 2043828174, 75 and 76. 

Have you seen this document before? 

A. Not that I remember. I — it's — I'm looking 
at it. It's hard for me to know quite — quite what 
it is . 

Q. As of March 29, 1979, remind me, if you would, 
what your position with the company was. 

A. I would have been then executive vice-president 
of marketing and sales and — and would have been 
responsible for Marlboro marketing, among other 
brands. 

Q. Does this appear to you to be a marketing or an 
advertising piece? 

A. Let me take a look at it, because it — I just 
don't know what it is. 

Q. Have you had a chance to look at it? 

A. Yeah. I — I — I don't know what it is. It — 

I just don't know. It's — 
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Q. Well it appears — 

A. I don't want to suggest that I'm disagreeing 
that it's a Philip Morris document or that what it's 
saying is inaccurate, I just don't — I don't know 
how to characterize what this document is. I thought 
I knew until I got to the last page. It — it 
sounded — it sounded to me like it might be a brand 
manager's briefing paper for someone, but then I get 
to the last page and it says "according to the brand 
managers," so it wasn't prepared by the brand 
managers. I just — I — I don't know what it is. 

Q. Is the statement that's the first sentence under 
"Demographics" a true statement as of 1979, that 
"Marlboro dominates in the 17 and younger age 
category, capturing over 50 percent of this market?" 
A. I don't know whether it's a true statement or 
not because the only data that I ever looked at was 
18 to 24. I don't know where this data comes from. 

Q. Can you tell at all who wrote this? 

A. I cannot. That's what I'm trying to do. 

Q. Does it appear to have come from the corporate 

headquarters from the letterhead? 

A. Yes, it does. 

Q. And to the extent this statement was made by 
someone at the corporate Philip Morris, you would 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|]iQ5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



CONFIDENTIAL 


198 

1 expect, would you not, that they have some basis for 

2 the statement that I just read to you about the 

3 domination of Marlboro in the 17-and-younger age 

4 category? 

5 A. Yes, I would. 

6 MR. WEBB: I — 

7 A. I — I — I don't know that that's the case 

8 because I don't know who wrote it. I don't know what 

9 their source of data is. But — he doesn't — 

10 I mean I — I think it would be stupid for me to 

11 get in a big debate with you over it. I mean the — 

12 the — the document — the document is not 

13 unknowledgeable as a whole. 


14 

Q. 

What does that mean? 

15 

A. 

It's a 

double negative 

16 

Q. 

That' s 

why I asked you 

17 

A. 

The — 

the — 


18 Whoever wrote this was not ignorant of Marlboro. 

19 Q. You didn't write it. 

20 A. No, I did not write it. Well I do not remember 

21 writing it. I — I — I — I don't think I wrote 

22 this. It's not my style of writing. 

23 Q. Was it a regular practice within Philip Morris 

24 in 1979 to report market shares for certain brands by 

25 age groups? 
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A. It would — it would be a regular practice to 
report 18 to 24, 25 to 35, 35 to 45 and 45 plus. It 
would not have been a regular practice at all to 
report market shares below 18, at all a regular 
practice. 

Q. At the bottom of the first page, the last 
sentence reads, "We now have a single minded 
advertising campaign which is a source of strength 
for the brand, and successfully conveys flavor and 
quality at the same time." Do you see that? 

A. Uh-huh. 

THE REPORTER: Your answer? 

THE WITNESS: Yes. 

Q. Does that mean that the advertising campaign 
adopted for the brand is the same across all age 
groups? 

A. Oh, basically, yes. I mean Marlboro Country has 
been Marlboro Country since 1963. (Coughing) Excuse 
me. And I think it's a — it's definitely a fair 
statement to say that Marlboro advertising is 
Marlboro advertising. 

Q. (Coughing.) Excuse me. 

Next I want to refer you to Exhibit 358, if we 
could have the court reporter's copy of it, because 
apparently there's some discrepancies between the one 
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1 I want to refer to and the actual 358, which Mr. 

2 Gordon can explain more fully. 

3 MR. GORDON: This is just a duplicate copy 

4 of the same document that has been marked as Exhibit 

5 358 so you can follow along page by page. 


6 

MR. 

LEITER: 

What's the discrepancy? 

7 

MR. 

GORDON: 

This is just — 


8 There were multiple copies of this document 

9 produced, and the copy that I brought with me to New 

10 York is of the — of — not of the — not of the 

11 Bates numbered one that's Exhibit 358. So if the 

12 court reporter pulls out 358, the witness can refer 

13 to actually 358; you guys can follow along. 

14 MR. LEITER: Okay. Same document, but you 

15 have a copy that wasn't marked as an exhibit 

16 previously. 

17 MR. SILBERFELD: That doesn't have the 

18 exhibit stamp on it. That's the only difference — 

19 MR. LEITER: Okay. 

20 MR. SILBERFELD: — is what we're 

21 representing to you. Would you permit the witness to 

22 look at the — 

23 MR. LEITER: Yes. 

24 MR. SILBERFELD: — unmarked one? 

25 MR. WEBB: Yes. 
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1 MR. LEITER: Yes. 

2 (Document handed to the witness.) 

3 THE WITNESS: Before we dive into this, I 


4 

need 

a — one minute. 


5 


MR. SILBERFELD: Sure. 


6 


THE REPORTER: Off the record, please. 

7 


(Recess taken.) 


8 

BY MR. SILBERFELD: 


9 

Q. 

Mr. Morgan, have you had an opportunity 

during 

10 

the 1 

break to take a look at Exhibit 358, which is 

11 

before you? 


12 

A. 

I've read the covering memo. I haven't 

gotten 

13 

behind that. 


14 

Q. 

All right. This is a Phyllis Morris — 

Philip 

15 

Morris Research Center document; is it? 


16 

A. 

Now wait a minute, counselor, that's the 

: fifth 

17 

time 

you've said "Phyllis Morris." 


18 

Q. 

No, it's — I just have a lisp. 


19 


Philip Morris U.S.A. Research Center? 


20 

A. 

Yes . 


21 

Q. 

Memorandum from Mr. Johnston; right? 


22 

A. 

Yes . 


23 

Q. 

To whom? 


24 

A. 

Dr. Seligman. 


25 

Q. 

And a number of people are copied on it. 

Many 
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of them we've identified. What do the letters NYO 
stand for next to the names? 

A. New York Office. 

Q. And then there's a box of key words. Do you see 
that? 

A. Uh-huh. 

THE REPORTER: Your answer? 

THE WITNESS: Yes. 

Q. What — what is that coding of words refer to, 
sir? What does that designation refer to? 

A. I — I don't know. I've never — 

Actually I don't remember ever seeing a key-word 
box before. I assume it's a filing system or 
something. 

Q. This was written by Mr. Johnston and apparently 
approved by Mr. Daniel and Ms. Levy? 

A. Correct. 

Q. And were they supervisors of Mr. Johnston in 
marketing research? 

A. I think that's fair to conclude. I don't know 
that, but it seems very reasonable. 

Q. And in the memo itself, which consists of two 
pages, Mr. Johnston appears to be talking about young 
smokers in the 15- to 19-year-old age group; right? 

A. That's one of the things he talks about. He's 
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also talking about 20-to-24 age group and he's 
talking to — about 45-to-54 year age group. 

Q. In terms of the very young smokers, though, the 
group he's focussed on is the 15- to 19-year-old 
group? 

A. That's one of the six points he's covering on 
the first page. 

Q. Was the information in this memo, to your 
knowledge, used for business planning purposes at 
all? 

A. Could I ask you to — to tell me what you mean 
by "business planning purposes?" 

Q. Does — does that term have any meaning for you? 
A. Yes, it does. 

Q. What does it mean to you? And we'll use your 
definition. 

A. Okay. The — the answer is, to your question as 
I'm going to define "business planning purposes," is 
yes, it probably did. And it gets back to something 
we talked about earlier, which is during this period 
of time Philip Morris was growing rapidly. And — 
and once again — I hope I don't have to see Mr. 
Johnston any time soon — but once again his 
conclusions ended up being wrong, or his assumption, 
that by 1985 all these six trends will be operating 
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against us. Because it just didn't happen that way. 
But from a — from a business planning standpoint, 
one of the issues that — that the company was 
dealing with, even though I wasn't directly involved 
in it, was I do know that the company had to face 
very big decisions about factory expansions. And 
building a cigarette factory is a long process; it 
takes about four years to build a factory. It's a 
very expensive thing to do. And if you get behind, 
in other words, if you can sell more cigarettes than 
you can make, you're in trouble because you're in a 
market-share battle, and if you don't have cigarettes 
to sell, you're going to lose, not gain the market 
share you want to gain, or lose market share. 

And as I remember, the company was very focussed 
during the '70s and '80s, up to '83 when I left, but 
it's still focussed today — I mean I focus on it — 
trying to estimate what the size of the industry is 
going to be five years out, 10 years out, even 15 
years out. (Clearing throat) Excuse me. And so if 
you talk about business planning and you're talking 
about capital expenditures and you're talking about 
factory capacity, looking at the demographics by age 
groups, and not just the demographics but the 
information about the demographics, the smoke 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsfaBil)Lr/ttiEl/<l|itt|])Q5^0O r /pdfidustrydocuments.ucsf.edu/docs/sphd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

205 

incidence, the number of cigarettes smoked, the quit 
rates, all — all those kinds of things all are 
factors in putting together a formula that would 
estimate, with some degree of — of accuracy, what 
the industry was going to be. Then you have to 
overlay on that what Philip Morris's business is 
going to be because we don't manufacture cigarettes 
for the industry, we manufacture them for ourselves. 
So the whole exercise of business planning of — 
of — of trying to understand what the size of the 
industry is going to be, that includes excise taxes 
that are possible, state excise taxes, federal excise 
taxes, it involves assumptions about our ability to 
grow our business to grow our market share, all those 
things come into play in a business planning context 
to — to try and define what your business is going 
to be five or 10 years out because the lead times are 
so long. 

So my answer is yes, as I use the word "business 
planning," looking at demographics would be an 
important component of business planning. 

Q. In Mr. Johnston's memo of March 31, 1981, he 
describes on page three of the contents section where 
the heading is "Teenage Smoking Prevalence" — 

Do you see that, sir? 
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A. Yes. 

Q. — some information from Chilton Research 
Services. 

A. Yes. 

Q. Is that some of the publicly available 
information you were describing earlier today? 

A. Yes, it is, because it says Chilton Research 
Services for the National Clearinghouse on Smoking 
and Health. 

Q. And do you know whether Philip Morris utilized 
some of the information here for business planning, 
as you've defined it, specifically based upon Mr. 
Johnston's predictions? 

A. No, I do not know that specifically they did. I 
was not in the area of — of manufacturing or 
business planning, so I don't know specifically that 
they did. 

Q. Was it part of the business plan of Philip 
Morris, the marketing plan, to consider today's 
teenager as tomorrow's potential customer? 

A. No, it would not have been part of the marketing 
plan. I think that's not a marketing issue, that 
that's a common-sense issue, that — that today's 
teenager will be 18 to 20 to 21 to 22 in a number of 
years, and at that point that they are a potential 
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customer if they choose to smoke. Certainly did not 
target under-age smokers in marketing. I've said 
that a number of times. 

Q. You see the statement in the "Summary," which is 
Bates number page 1000390808, "It is important to 
know as much as possible about teenage smoking 
patterns and attitudes. Today's teenager is 
tomorrow's potential regular customer...." Do you 
see that statement? 

A. Yes, I do. 

Q. Do you agree with it? 

A. I — I agree that if someone — I agree that if 

someone is going to be 18 or 19 in several years and 
they choose to smoke, that today's teenager is 
tomorrow's customer, yes. I do not agree that 
today's teenager is today's customer. 

Q. And in the next sentence, after the words "In 
addition," it says, "the ten years following the 
teenage years is the period during which average 
daily consumption per smoker increases to the average 
adult level." Did I read that correctly? 

A. Yes, you did. 

Q. What are the teenage years being referred to 
here? What ages? 

A. I — I have no idea. 
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Q. And is it your experience, based upon your years 
in the business, that in fact it takes about 10 years 
after the teenage years for a new smoker to increase 
to the average adult level? 

A. No. I'm going to get a little technical on you 
here. We're dealing with averages here, and — and I 
think what this is saying is that if the — if the 
average cigarette consumption, the number of 
cigarettes per day is — let's pick a number here — 
let's say it's 20, 20.2 or 21.3 or whatever it may 
be, I think what it's saying is is that people in the 
26-, 27-, 28-year-old range are smoking 20.3 or 21.2 
cigarettes a day. I don't think that it means that 
it builds each year, I just think that statistically 
that a 27- or 28-year-old is — that their daily 
consumption of cigarettes is the industry average. 

Q. The next sentence in Mr. Johnston's memo says, 
"The smoking patterns of teenagers are particularly 
important to Philip Morris." Do you agree with that 
statement? 

A. No. 

Q. Why? 

A. Well actually I shouldn't say no, I should say 
yes, because I said earlier that I wished to heck 
they'd stop, so they are — 
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Right now they're very important to Philip 
Morris because we're getting hammered about it. But 
as a business proposition, I frankly don't care what 
the — I mean what the teenagers are smoking today. 

As a business proposition. I care very much that 
they don't smoke. But we start marketing to people 
when they're 18 to — that gets into another area. 

I — we also don't start marketing in some ways until 
they're 21. But it — it's — 

Look, let me say it this way: Mr. Johnston is a 
very smart man. We've looked at a number of his 
memos. He takes data and he analyzes it and he comes 
out with conclusions. A large number of his 
conclusions have been wrong in retrospect, in 
hindsight. I have no less respect for Mr. Johnston 
because of that. The fact is Mr. Johnston didn't 
make — run the company, Mr. Johnston didn't make 
decisions. Mr. Johnston had no authority to make any 
decisions about what this company did and didn't do. 
He was, as I try and describe him, and I mean it 
kindly, he was a provocateur, a respected 
provocateur. To some degree I was in my career. But 
the fact is what Mr. Johnston said and what Mr. 
Johnston thought had no power in the company. If 
it — if it had influence, it had moderate 
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influence. And I'm not aware of anything that Mr. 
Johnston observed that I remember in the marketing 
area, where I can really speak with some authority, 
I'm just not aware of anything Mr. Johnston ever said 
that influenced any decisions I made running 
marketing. 

Q. So that the statement "The smoking patterns of 
teenagers are particularly important to Philip 
Morris" is a statement that you would disagree with. 
A. It's a statement of intellect. There is a logic 
to it. I'm not — I — I don't object or disagree 
with the logic of the statement, which is, if you're 
a consumer products company, the demographic profiles 
of your customer base are important to you. And for 
any product, generally speaking the younger your 
demographic profile the better your business 
prospects are. And the reason is quite obvious, 
which is that to the degree you have 18- to 24- — a 
strong franchise among 18- to 24-year-olds, to the 
degree that it's coupled with a good quality product 
and it's well marketed, you're going to keep those 
people for a long time. 

And going over to your area — maybe it's a bad 
analogy to use, to use your area, but I assume that 
you'd rather have a client who's 25 than one who's 75 
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in the sense that if you do — 

You're shaking your head no. Okay. Bad 
analogy. I said that. But in most — in most 
ways — 

Q. As old as Warren Buffett? 

A. Okay. Point granted. 

In most areas, if you're confident in what you 
do, you're going to have a long-term relationship 
with the customer, so intellectually he's quite right 
and logically he's quite right. And — and to the 
degree that what teen — what teenagers choose to 
smoke, independent of the fact that we don't market 
to them, if — if you said to me logically, "Mr. 
Morgan, you have your choice. I'll grant you that 
you do nothing to influence the teenage market. 

Would you rather — independent of anything you do, 
would you rather have 50 percent of teenagers who 
smoke smoke your product, or two percent on a market- 
share basis?" I'd rather say 50 percent. Overall 
I'd rather have none of them smoke period. 

Q. Returning to the statement, though, — 

A. Yeah. 

Q. — "The smoking patterns of teenagers are 
particularly important to Philip Morris," the 
company. 
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A. Correct. 

Q. That's what he's referring to. 

A. That's what he's referring to. 

Q. And is that a true statement as of 1981 as far 
as you're concerned? 

A. I tried to answer it. It's — it's — it's — 
it's — it's a significant statement on a logical 
basis. Philip Morris had a high share of smokers 18 
to 24. That's — we know that. We — we measure 
that. To the degree that the public data showed that 
the smoking — the shares among under-age smokers 
were substantially different from our shares among 
18- to 24-year-old smokers, to whatever degree they 
were different, that would have an impact on the 
future of the company or could have an impact on the 
future of a company — of the company. So I — I — 

I don't know what "particularly important" is in 
Mr. Johnston's mind. I'm trying to answer it for 
myself. 

Q. You suggested to me a couple of answers ago that 
perhaps Mr. Johnston, in expressing these views and 
some others that we've seen, kind of stood 
particularly alone in his role as provocateur of the 
company. Were you trying to convey that sense to — 
to us? 
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A. No. No. I was saying that culturally Philip 
Morris in a lot of areas is — is a company which 
believes that individuals should speak up about what 
they think. I think we're very good about that and I 
think that's one of the reasons, the underlying 
reasons for our success. We have good dialogue in 
the company and people are encouraged to — to really 
speak up. 

And I don't want to single out Mr. Johnston. I 
said I myself was a provocateur in many ways. 

What — what I was trying to convey was that one 
should not make the mistake, in my judgment, of 
reading a document and assuming that that's what the 
company did, because in the case of — of this 
specific document I'm attesting that we do not and 
did not market to under-age smokers as a matter of 
practice or programming. 

Q. To the extent others shared Mr. Johnston's 
views, would you agree that those views then would 
become a sort of consensus, albeit perhaps a small 
one? 

A. Among those people who held it? 

Q. Yeah. 

A. Sure. 

Q. So that if Mr. Daniel and Ms. Levy, who approved 
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the memo, approved it with the statement that we've 
been talking about in the document, you would regard 
their views as being supportive of Mr. Johnston's. 

A. No, no. 

MR. WEBB: I want to object to the form of 
the question, speculation. 

A. No, I would not assume that. I would assume 
that Mr. Daniel and Ms. Levy approved the memo to go 
forward on the basis that not necessarily that they 
agreed with the memo, but that they thought the memo 
was worth reading to the people who got it. I don't 
believe that — 

In my judgment, we do not operate that you 
approve memos because you agree with them. I — I 
have a — I have — I have approved a lot of memos 
from people that I didn't personally agree with but 
that I thought was a fair presentation of their point 
of view, and that their point of view should get into 
the debate. 

Q. Let me ask you to turn to page seven, the seven 
being in the upper right-hand corner. Do you see 
that, sir? 

A. Yes, I do. 

Q. Referring you to Table 6, it talks about school 
grades in which high school seniors first began 
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smoking on a daily basis, by sex, for a two-year 
period, 1976 and '79; right? 

A. Yes. 

Q. Can you think of any marketing research business 
plan or scientific reason that this information would 
be useful in any way to Philip Morris? 

A. I can — I can think of no marketing reason at 
all why it would be useful. As I defined "business 
planning" before, I could see that if you were doing 
projections for five, 10, 15, 20 years, this data 
could be helpful in those projections. 

Q. Okay. I'm going to move on to another 
document. Ask the court reporter to mark a memo 
dated January 19th, 1983, it bears Bates numbers 
1003478157 through 8163. 

(Plaintiffs' Exhibit 686 was marked 
for identification.) 

BY MR. SILBERFELD: 

Q. Have you seen this document before? 

A. No, I've never seen it. 

Q. This is January 19th, 1983, and Mr. Johnston 
writing to Mr. Zoler apparently? 

A. Uh-huh. 

Q. Yes? 

A. Yes. 
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Q. And the subject is "The Ages at Which People 
Start Smoking?" 

A. Yes. 

Q. And it reports certain data on the charts that 
shows smoking incidence beginning at approximately 
age 13? 

A. This is data, I believe — it's identified as 
data from the U.S. Public Health Service, correct, in 
their 1979 and 1980 surveys. And they asked people 
at what age they began smoking regularly. 

Q. And apparently the — 

The sense of the memo is to ask and answer the 
question whether people are likely to start smoking 
if they haven't started by age 18. Do you see that? 
A. Yeah, I — 

Yes, I see that what Mr. Johnston is saying is 
that conventional wisdom has long held that anyone 
who has not started smoking by age 18 is unlikely to 
ever become a smoker. Then he looked at U.S. Public 
Health Service data generated by their 1979 and 1980 
surveys and came to the conclusion that the 
conventional wisdom has to be rephrased to read, 
quote, "Anyone who has not become a smoker by age 25 
is unlikely to become a smoker." So that — I mean 
that to me is what this memo is about. 
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Q. Do you agree with that assessment? 

A. I have — I have no way to know whether the 
assessment is correct or not. I don't agree or 
disagree. 

Q. Okay. Let me mark as next in order a single 
page. Bates number 2040282065. 

(Plaintiffs' Exhibit 687 was marked 
for identification.) 

BY MR. SILBERFELD: 

Q. It's a memo dated September 6, 1985 from Mr. 
Zoler to Mr. Campbell and Resnick. Do you see that, 
sir? 

A. Yes, I do. 

Q. Have you ever seen the Myron Johnston 
comprehensive study that's attached, or the memo by 
Johnston that is — 

A. Not that — not that I'm aware of. I wasn't 
with the company at this point. 

Q. Okay. It references in the second paragraph 
that this information will be provided to the 
business planning department. What is the function 
of the business planning department as or about this 
time, 1985? 

A. I don't know. I wasn't with the company at that 
time. 
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Q. Was there a business planning department in '83 
when you left? 

A. I'm sorry, I really don't recall. I just don't 
recall. 

Q. Was there a business planning department when 
you returned in '88? 

A. I don't recall that. I can — 

There was a business planning department like — 
I know from 1991 on, and there is one today. 

Q. What is the purpose of the business planning 
department? 

A. Purpose of the business planning department 
is — is primarily to develop — write the five-year 
plan for the company and to do studies, various 
studies that may be requested by different people 
regarding competitors. We do a lot — they do a lot 
of competitive analysis looking at the competition 
and trying to sort out what's going on with them. 

Q. Okay. Mark as next in order a two-page 
document. Bates numbers 2022216179 and 6180. 

(Discussion off the stenographic record.) 
(Plaintiffs' Exhibit 688 was marked 
for identification.) 

BY MR. SILBERFELD: 

Q. Appreciating that this is the time period that 
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you were not there, Mr. Morgan, I just want to 
reference a couple of things about this. 

It's a memo dated September 3rd, 1987 from Mr. 
Johnston to Mr. Zoler about an excise tax increase. 

If I could direct your attention down to the second 
paragraph, about the middle there's a sentence that 
says, "You may recall...." 

A. Let me get there. 

Q. Read that for me, would you? 

A. Yes, I've read it. 

Q. In the course of your time with Philip Morris, 
either before '83 or after '88, have you gone through 
periods where there have been excise tax changes that 
you thought might impact future business? 

A. Yes. 

Q. And based upon that background, do you have an 
impression in your mind as to whether Johnston was 
right here in 1987 when he said that the tax increase 
prevented 600,000 teenagers from starting to smoke? 

A. I — I have no — no way of judging that and — 
and I have no impression that — whether he's right 
or not right. 

Q. Without regard to the number, as a matter of a 
phenomenon more than specific numbers, do you believe 
that excise tax increases which are passed along by 
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increased prices of the product affect smokers who 
begin in their teenage years? 

A. I believe that — that higher prices in the 
industry, whether by excise tax or by manufacturer's 
price increases, higher taxes affect industry 
consumption, and — and — they lower it, they lower 
industry consumption. And I believe that there are 
two groups of people who are most impacted or — or 
two groups of people are impacted the most by higher 
prices; one — and — and they're both people with 
the least disposable income. One is what I would 
call young adult smokers, people — people — people 
who smoke who are arguably strapped of — of cash, 
and the other would be older people on fixed incomes 
who are also strapped of cash. And I believe that — 
that higher prices affect both those groups. 

Q. Do higher prices, as a result of an increase in 
cigarette taxes, deter under-age smokers from 
starting just as a pricing issue? 

A. I — I — I would say they do. I'm not sure 
that I could ever quantify that. 

Q. Let me show you Exhibit 271 that's been 
previously marked. Bates number is 2046573757, 58 and 
59. 

Do you recognize the document overall? 
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1 A. No, I do not. 

2 Q. From the title, "CORE MESSAGE TRACK, YOUTH 

3 SMOKING AND CIGARETTE ADVERTISING/PROMOTION," does 

4 that help you at all identify what this document is? 


5 

A. 

No. If 

you'd let 

me take a 

look at it. 

6 

Q. 

Sure. 




7 

A. 

Okay. 




8 

Q. 

Are you 

able to identify the 

document? 

9 

A. 

No, I'm 

not. I'm 

not enable 

to identify the 

10 

year. 

although I could 

guess that 

it' s like 1991. 


11 And the way I get there is the — on the front page, 

12 the bottom paragraph, "Incidence rates among minors 

13 have substantially declined over the past 15 years. 

14 According to the Federal Government's own studies, 

15 smoking among high school seniors has dropped 35 

16 percent since 1976." Add them — 

17 May be a bad assumption, but — 

18 Q. Over on the second page, the last bullet point 

19 about raising cigarette taxes as a way to deter 

20 minors, — 

21 A. Uh-huh. 

22 Q. — do you see that, sir? 

23 A. Yes, I do. 

24 Q. Says further down, "It has been proven that 

25 raising cigarette taxes does not deter anyone - 
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including underage smokers - from smoking...," and 
then it goes on to explain why. 

A. Uh-huh. 

Q. Do you agree with that statement? 

A. Well if — if this — if this statement is made 
in the context of a state excise tax, I think it has 
some validity. Where — where you have disparate tax 
structures between one state and another, there — 
there is a lot — there are a lot of people who go 
from a high-tax state to the low-tax state to buy 
cigarettes, buy liquor, buy a lot of things that have 
excise — gasoline, a lot of things that have excise 
taxes. So if — if you're talking about local taxes 
I would tend to agree with this statement. I think 
the buyers find the lower-priced products and — and, 
in the case of local taxes, they have an opportunity 
to do it. 

If you're talking a national tax, I disagree 
with this statement in the sense that I don't think 
that someone's going to drive to Mexico to find a 
cheaper cigarette. And they can't drive to Canada to 
find a cheaper cigarette because cigarettes are more 
expensive in Canada. And I think that — that a — 
that a national excise tax or a national higher price 
would deter teenage smoking. I think it would impact 
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1 actually across the industry. I think it would 

2 impact all age groups. So I — I — 

3 To me it sort of depends what sort of tax you're 

4 talking about. 

5 THE REPORTER: Off the record, please. 

6 (Deposition recessed at 4:57 o'clock 

7 p .m. ) 
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1 CERTIFICATE 

2 I, Richard G. Stirewalt, hereby certify 

3 that I am qualified as a verbatim shorthand reporter; 

4 that I took in stenographic shorthand the testimony 

5 of JAMES J. MORGAN at the time and place aforesaid; 

6 and that the foregoing transcript consisting of pages 

7 1 through 223 is a true and correct, full and 

8 complete transcription of said shorthand notes, to 

9 the best of my ability. 

10 Dated at New York, New York, this 4th day 

11 of September, 1997. 

12 

13 

14 

15 RICHARD G. STIREWALT 

16 Registered Professional Reporter 

17 Notary Public 

18 

19 

20 
21 
22 

23 

24 

25 
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1 CERTIFICATE 

2 I, JAMES J. MORGAN, the deponent, hereby 

3 certify that I have read the foregoing transcript 

4 consisting of pages 1 through 223, and that said 

5 transcript is a true and correct, full and complete 

6 transcription of my deposition except: 

7 


9 

10 

11 

12 

13 

14 


15 JAMES J. MORGAN 

16 Deponent 

17 

18 Sworn and subscribed to before me this day 

19 of , 1997. 

20 
21 
22 

23 Notary Public 

24 

25 My commission expires 
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